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WORLD NEWS 


Palestinians reject 
demand as Israelis 
debate peace plan 

An Israeli cabinet meeting called 
to debate the US-brokered 
Interim peace deal with the Pal- 
estinians appeared to be heading 
for a fresh crisis yesterday after a 
Palestinian negotiator rejected 
what Israel had called a make-or- 
break demand. Israel had 
insisted that the Palestine 
National Council vote to annul 
charter clauses catling for the 
destruction of the Jewish state, 
but the Palestinian negotiator 
said there would be no vote. 

Corporate America sheds jobs 
ring Is back in corporate 
according to a new 
employment trends survey, with 
jobs disappearing on a scale not 
seen since the early 1990s. More 
than 91 ,000 posts were axed 
during October, said Chicago- 
based Challenger Gray & Christ- 
mas. Page 5 

Czechs face problems 
Czech politicians traded recrimi- 
nations after the European Com- 
mission said they had fallen 
behind with preparations for EU 
membership. Separately, Stan- 
dard & Poor’s downgraded 
Prague's credit rating. Page 2 

China swoops on $760m tax fraud 
Police have wrested 89 provin- 
cial officiate and sentenced a top 
tax inspector to death in what 
Chinese media deserfoed as the. 
country's biggest tax fraud case. 
i|fage4 

UN In food protest to Tatfoan 
The United Nations Work! Food 
Programme has protested to the 
Taliban Islamic militia over the 
disappearance of 1 ,500 tonnes of . 
emergency food aid in a centra 
Afghanistan region that It overran 
In recent fighting. 

Kazakh camfidate reacted 
Kazakhstan's electoral commte- 
sion rejected the candidacy of . 
Akezhan KazhagekJin, considered 
the main opponent to president 
Nursultan Nazarbayev in an ejec- 
tion scheduled for January 10. 

Dreg Informer murdered ki jail 
A drug trafficker rated one of 
Colombia's key Cali cartel 
members was shot dead in 
prteon by a man pretending to be 
his lawyer. Page 4 

Swiss report on antf-samHtara 
A Swiss government report says 
a wave of anti-semitism has fol- 
-s lowed the recent debate over 
- Swiss banks' role in the second 
world war. The report portrays a 
; society with widespread anti- 
V. Semitic prejudices, stereotypes 
and attitudes. Page 2 

sf Immigrants queue for permits 
T Thousands of illegal immigrants 
ty-Ij queued at Italian police stations, 

I each hoping to receive one of 
38,000 residence permits granted 
S under a new law. 

Page 2 

French pupBs renew protests 
French school pupils demanding 
more teachers and smaller clas- 
ses launched a third wave of 
pretest marches, but Prime Min- 
ister Lionel Jospin Insisted their 
demands had already been met. 


BUSINESS NEWS 


Royal Dutch/Shell 
profits slump 56% 
in third quarter 

Royal Dutch/Shell, Anglo-Dutch 
oil group, reprated a 56 per cent 
fall In third quarter net profits to 
$841m. In a performance that 
was far worse than analysts' 
forecasts. Page 21; Lax, 

Page 20 

Chase Manhattan, the US bank, Is 
to expand its activities in Europe 
in the expectation of a surge in 
the leveraged buy-out market 
Page 21 

HypoVeratasbank, Germany's 
second largest bank, said two 
executives had settled a quarrel 
over property deals that caused 
it to announce DM3.5 bn ($2.1 bn) 
In risk provisions. Page 21 

Sandy WWfi, co-head of Citigroup, 
the financial services giant 
formed by the merger of Citicorp 
and Travelers Group, said the 
corporate sides of the busi- 
nesses were "just not getting it 
together”. Page 21; Cfti 
two-step. Page IB 

The Ranch government predicted 
that the European defence 
merger between British Aero- 
space, France's Aerospatiale and 
Germany's Dasa would go ahead 
In the first half of 1099. Page 20; 
India seD-off, Page 25 

Thai (and announced the world's 
"biggest one-day asset sale" 
next month when ft wfli auction 
$10.5bn In bate seized last year 
from bankrupt finance compa- 
nies. page 4 . ■ 

JW*:ciWfitor wanimously 
apprwed Hyundai's takeover of 
the troubled South Korean 
vehicle group. Page 21 

Scafxfinavtw AWnw System 
announced a. 4 per cent rise In ■ 
underlying profits. In spite of 
Intensifying competition and 
labour disruption, page 22 

Poflugpl is to merge three of the 
country's biggest energy groups 
into a ofl and gas operator worth 
about $4bn, and sell a majority 
stake within two years. Page 22 

A US agency has joined Jsran In 
attempting to boost investment 
in emerging economies by pro- 
viding protection to international 
bond investors. Page 20 

Endesa, Spain's dominant power 
group, Is to take fufl control of Its 
domestic affiliates, preparing it 
for deregulation of the domestic 
electricity sector. Page 22 

Enso and Store, the Nordic 
groups merging to form the 
world's largest paper company, 
unveiled a structure based on 
eight divisions. Page 25 

dr, the Kalian industrial holding 
company controlled by Carlo De 
Benedetti, reported a sharp rise 
in nine-month pre-tax profits to 
L297.Bbn ($180m). Page 25 
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Clinton given escape route 

Sealed-down inquiry into Lewinsky affair reduces likelihood of impeachment 


By Mark Sazman in Washington 


President BiQ Clinton's nh«nra>g 
of escaping Impeachment rose 
yesterday after Congressional 
Repah 11 cans scaled back their 
inquiry into the Monica Lewin- 
sky affair. 

- The move marks a significant 
about-face by the Republican- 
controlled TTfwmp judiciary com- 
mittee, which originally planned 
an inquiry stretching Into next 
year, threatening to make Mr 
Clinton a lame-duck president 

ThE Republican retreat follows 
disappointing results in this 
week's mid-term elections. Senior 
party leaders acknowledge a tac- 
tical blunder in mBiring ’ the affair 
central to the campaign. 

Amid signs of disarray within 
the party, Henry Hyde, Republi- 


can chairman of the committee, 
said he wanted to wrap up pro- 
ceedings as quickly as possible. 
The only significant witness the 
committee would call was the 
independent counsel, Kenneth 
Starr, whose damning report in 
September threatened to sink Mr 
Clinton. Mr Stair will testify on 
November 19. In the mid-term 
elections, the Democrats con- 
founded expectations by main- 
taining their position In the Sen- 
ate and gaining seats In the 
House of Representatives. 

Now the investigation could be 
completed by next month, and 
there is speculation In Washing- 
ton the committee will decide to 
drop the issue rather than recom- 
mend impeaching the president. 

The president declined to com- 
ment directly on Mr Hyde's deci- 


sion. But after meeting Demo- 
cratic leaders, he said the elec- 
tion bad sent a clear message to 
Congress to focus on policy 
issues such as healthcare rather 
than "politics and personalities-. 
Democratic aides were privately 
optimistic the election result 
meant they would be able to put 
tbs Lewinsky matter to rest. 

Mr Hyde warned that the com- 
mittee, before making its deci- 
sion, would be submitting several 
detailed written questions to Mr 
Clinton so that investigators 
could narrow down exactly what 
allegations in Mr Starr's 
impeachment report the presi- 
dent disputed. In a further sign of 
growing White House confidence. 
Mr Clinton reportedly plans to 
reject the latest offer from Paula 
Jones to settle her outstanding 


sexual harassment case against 
him. Ms Jones’s case, currently 
on appeal, took a further twist 
yesterday when her lawyers 
issued a statement saying they 
were preparing to quit after the 
appeal. 

In a potential obstacle to an 
early settlement, Mr Hyde said 
he did not believe the House bad 
the constitutional authority to 
recommend an alternative to 
impeachment, such as censure. 
That leaves open the possibility 
of the House voting articles of 
impeachment and then leaving it 
to the Senate to resolve the diffi- 
cult question of deciding whether 
some lesser form of punishment 
is merited. 


Md-tsrm elections, Page 6 
Phffip Stephens, Page IB 


Britain 
reduces 
interest 
rates by 
half point 


By Tony Barber in Frankfort 
and Deborah Hargreaves ate Robert 
Biota In Lpndoe 


Britain became the fifth 
European country this week to 
cut the cost of borrowing yester- 
day when the Brink of England, 
the central bank, reduced its key 
interest rate by half a percentage 
point to 6.75 per cent. The reduc- 
tion was larger than had been 
expected by companies and econ- 
omists and takes UK rates to 
their lowest jevel in 18 months. 

‘ "But the - German and French 
central banka yesterday held 
their key interest rates at fL3 per 
cent. The Bundesbank, Ger- 
many's central bank, ignored 
pressure from the new centre-left 
government to boost the econ- 
omy by lowering its rates. 

The Bank of England's Mone- 
tary Policy Committee, which 
has been under pressure from 
business leader s and wpinnK to 
lower borrowing costs, said it 
was cutting rates for the second 
month in a row because of a 
slowdown in domestic and inter- 
national growth. 



Relaxed attitude: Oskar Lafontatna (left}, Germany's new finance minister, attended ttie Bundesbank?* poBcy-maWng 
com mi ttee to put tbe case for a relaxation in monetary poftcy to bank president Hans netmayer. Picture: Reuters 


Britain’s reduction followed a 
similar move in Denmark yester- 
day and rate cuts in Spain, Portu- 
gal and Sweden this week. The 
cuts reflected the weaker world 
economy and moves towards con- 
verging rates among countries to 
be included in the European sin- 
gle currency zone. 

Interest rates have been cut 
worldwide since the Federal 
Reserve, tbe US central hank, cut 
the cost of borrowing on Septem- 
ber 29. 

Oskar Lafontalne, Germany's 
new Social Democratic finance 
minister, attended tbe meeting of 
the Bundesbank's policy-making 
committee yesterday to put the 


case for a "relaxation in monetary 
policy. 

Since the SPD's election vic- 
tory in September, Mr Lafhntaine 
has broken with longstanding 
German political practice by pub- 
licly demanding interest rate cuts 
from the Bundesbank, a world- 
wide symbol of central bank inde- 
pendence. 

Mr Lafootaiae’s apparent 
Intention Is to apply advance 
pressure on the European Cen- 
tral Bank, which will assume 
responsibility for monetary pol- 
icy in the 11-nation euro-zone 
after the single European cur- 
rency is launched on January 1. 

But Mr Lafontalne lowered the 


temperature yesterday when he 
stressed he as not questioning 
the independence of the bank and 
that he looked forward to “good 
and pertinent co-operation" with 
central bankers. 

Share prices slipped in London 
as the City interpreted the rate 
cut as a sign that the Bank of 
England was worried about reces- 
sion. The benchmark FTSE-100 
index of leading shares fell 143 
points or 2Ji per cent. 

Bonn hft by economic cNH, Page 3, 
Danisfi rates fafl quarter point, 

Page 3 

Power straggles over euro, Page 18 
Lex, Page 8) 


Scientists 
unveil new 
human cell 
technology 

By Clive ftratawn in London 

US scientists have cultivated 
embryonic human cells that can 
divide indefinitely and generate 
any tissue in the body from bmin 
to bone, sktn to stomach. 

Tbe breakthrough, announced 
today by researchers at the Uni- 
versity of Wisconsin and Johns 
Hopkins University in Baltimore, 
Maryland, has significant impli- 
cations for biology and medicim'- 

Embryonlc stem cells, an they 
are called, provide a potentially 
unlimited source or human tis- 
sues for transplantation They 
could, for example, bo directed to 
produce heart muscle to boost 
falling hoarta. 

More controversially, embry- 
onic stem cells may provide a 
way of cloning humans, in con- 
junction with the technology 
used to produce Dolly, the cele- 
brated cloned sheep. Or they 
could be used in "germ-line” 
genetic engineering, in which 
any added genes are passed on to 
future human generations. 

Such feans led Congress to ban 
US government funding of 
research involving human 
embryos in 1995. But Geran. a 
California biotechnology com- 
pany, is paying far tbe research 
at both universities and has 
worldwide rights to exploit it. 

Geron is not interested in 
human genetic engineering or 
cloning, says Thomas Okarma. 
the company's head of research 
and development. "Geron is 
focused on developing products 
to treat age-related degenerative 
diseases. The availability of 
human embryouic stem cells 
opens extraordinary opportuni- 
ties for tissue transplantation 
and for developing cell and gene 
therapy products with break- 
through medical potential." 

The Wisconsin scientists 
started with week-old embryos, 
donated by parents who had suc- 
cessfully undergone test-tube 
baby treatment at the universi- 
ty’s fertility clinic. The Johns 
Hopkins researchers used ceils 
from older aborted foetuses. 

The first transplant products 
are likely to be suspensions of 
specialised cells that would be 
injected into patients to re- 
invigorate failing organs. How- 
ever, the Wisconsin researchers 
say clinical applications are 
"years, perhaps more than a 
decade, away". 


Human tissue techniques, Page 8 


France upbeat on 
defence merger 


By Robert &aham in Paris 


The French government 
yesterday predicted that the 
three-way European defence 
merger between British Aero- 
space, France's Aerospatiale and 
Germany's Dasa would go ahead 
in the first half of 1999. 

Alain Richard, French defence 
minster, said in a radio inter- 
view: "There are all the neces- 
sary elements for a balanced 
agreement." 

Mr Richard's upbeat remarks 
followed French government lob- 
bying to head off threats by Brit- 
ish Aerospace and Dasa to go It 
nifwift. in return, France seems 
ready to speed efforts to reorgan- 
ise its defence industry. 

In a move to allay British and 
German concerns about French 
government control over Aeros- 
patiale, Paris has indicated it is 
willing to reduce the state stake 
well below the 48 per cent pro- 
posed in the privatisation process 
flnnt " |nf!p d In July. 

Paris is also promising to speed 
up a solution to the problem of 
Dassault, tbe civil and military 
aircraft manufacturer. The 
state's 46 per cent holding in Das- 
sault is being transferred to 
Aerospatiale, but there is not yet 
an agreement on Dassault's 
industrial future. 

Serge Dassault, the group's 
chairman, has so far refused to 
team up with Aerospatiale, even 
though the French state Is the 
sole client for Dassault’s 


advanced Rafale fighter. Tbe gov- 
ernment's band has been 
strengthened by a recent legal 
opinion which said the state bad 
a majority vote in Dassault 
because it enjoyed double voting 
rights an 20 per cent of tbe stock 
- a privilege that disappears 
when Aerospatiale Is privatised. 

In return, Paris Is pleading for 
more time to conclude the priva- 
tisation of Aerospatiale that cen- 
tres on the Lagard&re group 
Hpq nirifig a one-third stake via 
the merger of its Matra defence 
interests. This is unlikely to be 
completed before next year. 

The British and German 
groups have hinted it could pro- 
ceed without Aerospatiale but 
keep a place open pending its pri- 
vatisation. This proposal has 
been rejected by Lionel Jospin, 
the French premier. 

France admits it is well behind 
in the reorganisation of its 
defence industries, but insists it 
is moving as fast as possible. Mr 
Richard warned against the 
destabilising consequences of a 
two-way British Aerospace and 
Dasa deal on the future of the 
Airbus consortium which Is in 
the process of being turned into a 

shareholding company. 

A British Aerospace-Dasa 
tie-up would hold 56 per cent of 
the financial Airbus consortium 
shares while Aerospatiale would 
still be responsible for two- thirds 
of production. 

Indra saB-off, Page 25 
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RUSSIAN ECONOMY OFFICIAL SAYS FOREIGN DEBT OBLIGATIONS ‘EXTREMELY UNLIKELY 1 TO BE MET IN FULL NEXT YEAR 


Moscow may offer 
debt-for-equity swaps 


By John Thornhill hi Moscow 


Russia may try to 
restructure its massive Sovi- 
et-era debts for tbe second 
time in two years and entice 
Foreign investors into the 
-real economy" by offering 
creditors debt-for-equity 
swaps, a senior government 
banker said yesterday. 

Andrei Kostin, chairman 
of Vnesheconombank, the 
government's agent for man- 
aging foreign debt, said it 
was now "extremely 
unlikely" Russia would be 
able to service its S17bn of 
external obligations in full 
next year. The government 
should therefore open dis- 
cussions with sovereign and 
commercial creditors about 
alternative methods. 

"My personal opinion is 
that over the next couple of 
years Russia will not be in a 
position to pay ail its debt 
obligations in the same way 
as we hoped before." Mr Kos- 
tin said in an interview. 
“The sooner we tell the 
world about all this the bet- 
ter it will be for everyone." 

Mr Kostin's comments 
came the day after Yuri Mas- 
lyukov. tbe first deputy 


prime minister in charge of 
the economy, first publicly 
raised the possibility that 
Russia might be forced to 
default on its external debts. 

Russia has already missed 
S685m of repayments owed 
to sovereign creditors 
belonging to the Paris Club. 
It is also involved In talks 
with local and foreign credi- 
tors about restructuring the 
S40bn domestic treasury-bill 
<GKO> market which was 
frozen on August 17. 

Mr Kostin said tbe govern- 
ment was still drawing up 
its 1999 budget but would 
probably have to prioritise 
which debts to service next 
year. IMF loans. post-Soviet 
eurobonds, and MinFin 
bonds (restructured Soviet- 
era bank debt) would top the 
list, he said, but much of 
Russia's Soviet-era debt 
might have to be restruc- 
tured for a second time. 

Mr Kostin said one of the 
proposals “boiling up" 
among foreign debt experts 
was that the government 
could offer creditors equity 
stakes in privatised compa- 
nies. “We cann ot expect a 
queue of foreign business- 
men to take over these 


enterprises but some of them 
could be profitable under 
proper management, espe- 
cially oil aod chemical enter- 
prises with export poten- 
tial,” he said. 

Foreign investors said sim- 
ilar debt-for-equity swaps 
had been used successfully 
in some Latin American 
countries, such as Chile and 
Peru. But there was consid- 
erable scepticism about 
whether such a scheme 
would work in Russia. 

“There are imaginative 
things that could be done to 
restructure the debt but not 
at a time of desperation." 
said Dirk Damrau, bead of 
research at MFK Renais- 
sance. a Moscow-based 
investment bank. "No-one 
wants Russian equities at 
the moment." 

Mr Kostin conceded a 
debt-for-equity scheme 
would face practical difficul- 
ties but insisted it could be 
made attractive for hotti par- 
ties. “If we can strengthen 
the rules to protect investors 
and avoid the mistakes that 
we made in previous privati- 
sations then I think this 
scheme would be possible.” 
he said. 



Czech rating 
downgraded 


By Robert Anderson ta Prague 


Deputy premier Yuri Maslyukov (left) checks papers as Georgy Boos (centre], head of the state tax 
service, addresses a cabinet meeting chaired by Yevgeny Primakov, the prime minister Reuters 


Court confirms Yeltsin may not be re-elected 


Russia's Constitutional Court 
yesterday ruled that 
President Boris Yettsin could 
not seek the presidency 
again and must step down 
in the summer of 2000 after 
completing his second term 
of office, John Thornhill 
writes. 

The decision, hotly 
debated earlier this year, has 
become something of an 
academic issue following the 
recent deterioration in Mr 
Yeltsin's health. 


METALWORKERS 1 FEDERATION CAMPAIGN TO SET UP EUROPE-WIDE PAY BARGAINING 


By Robert Taylor, 
Employment Editor, in London 


European metalworker trade 
unions are hammering out a 
joint collective bargaining 
strategy in response to the 
arrival of the euro in Janu- 
ary, according to a draft 
report prepared by the Euro- 
pean Metalworkers Federa- 
tion (EMF). 

The federation claims to 
represent 7m metal workers 
from 25 trade unions in west- 
ern and eastern Europe. Its 
plan of action is the first of 
its kind among European 
trade union organisations as 
they respond to monetary 
union. Union leaders meet in 
Frankfurt early next month 
where they are expected to 
endorse the strategy. 

In the report tbe EMF 


admits unions are worried 
about the dangers to wages 
and collective bargaining as 
they come under “pressure 
of greater competition” after 
monetary union. They 
believe this could “exacer- 
bate the risk of a downward 
spiral in wage-undercutting" 
and precipitate "social 
dumping" with companies 
moving production to lower 
cost countries. 

The EMF accuses Euro- 
pean engineering employers 
of using the arrival of the 
common currency to frag- 
ment wage bargaining at 
company, regional and 
national level and so weaken 
. trade. union power. 

It calls on unions to agree 
an “active wage and distri- 
bution policy” to combat 
isuch a threat by co-ordinat- 


ing a common bargaining 
agenda at the centre, while 
leaving affiliate unions in 
each EU state with enough 
“distribution space” for flexi- 
bility in the "improvement 
of wages and employment". 

The strategy involves 
co-ordinating future wage 
claims based on safeguard- 
ing purchasing power, with 
additional pay increases for 
productivity gains. Metal 
unions in each country 
would have “full autonomy 
and responsibility” to negoti- 
ate on working time, train- 
ing. new forms of work 
organisation, early retire- 
ment and equal treatment 
rules within agreed strategy,. 

The EMF calls ' for . 
strengthening European 
works councils, established 
in more than 1,200 large 


Employers warn of rising taxes 


By Emma Tucker in Brussels 


European employers yester- 
day accused governments of 
damaging European Union 
competitiveness by allowing 
the overall tax bill on busi- 
ness to creep higher. 

Unite, the EU industry 
federation. said it reared 
recent initiatives by the 15 
member states to co-ordinate 
taxation would be used to 
level the tax burden 
upwards, rather than to 
reverse the trend. 

They were also paving too 
little attention to the elimi- 
nation of tax obstacles to 
cross-border business activi- 
ties and investment. “Tax 
obstacles continue to stand 


out as one of the most glar- 
ing gaps in the operation of 
the single market.” said 
Unice. 

Unice fears that without a 
determined effort by mem- 
ber states to simplify and 
lower tax regimes, investors 
will shun Europe in favour 
of less expensive locations. 
The potential benefits of the 
single currency will also risk 
being blunted by tax obsta- 
cles. 

Member states are cur- 
rently discussing a tax pack- 
age proposed by the Euro- 
pean Commission that 
coordinates certain aspects 
of EU taxation in order to 
eliminate “harmful” tax 
competition - such as spe- 


cial havens offering lower 
corporation tax. 

Member states complain 
that such havens siphon 
away valuable tax revenue, 
forcing I hem to tax non- 
moveable bases, such as 
labour, more heavily. 

Unice argues that this 
approach incorrectly 
assumes that the business 
activities that benefited from 
such havens would have 
stayed within the EU under 
a “normal" system. 

It also assumes the 
amount of lost revenue 
resulting from tax competi- 
tion would allow a marked 
reduction of tbe tax burden 
on labour - “which seems to 
be an exaggeration of the 
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Dmitry Yakushkin, the 
presidential press secretary, 
said Mr Yeltsin had already 
made it clear he intended to 
step down at the end of his 
current term. 

Other prominent 
politicians, such as Yuri 
Luzhkov, Moscow's populist 
mayor, and Alexander 
Lebed, governor of the 
Siberian region of 
Krasnoyarsk, have all but 
launched their electoral 
campaigns. Some 


commentators have 
suggested Mr Yeltsin risks 
becoming a “lame duck" for 
the rest of his presidency 
and may have to step down. 

Russia’s constitution, 
adopted in 1993. limits a 
president to two terms in 
office. Mr Yeltsin’s 
supporters argued he had 
served only one term since 
the constitution was 
adopted and should be 
allowed to contest the 
presidency again. 


Standard & Poor's, the 
rating agency, yesterday 
downgraded the Czech 
Republic's long-term foreign 
currency rating to A-. 
reponding to the country's 
deepening recession. 

The agency also warned 
r frat the lack or progress m 
restructuring banks and 
companies and in improving 
the legal environment for 
business had made the econ- 
omy especially vulnerable at 
a time of slowing global eco- 
nomic growth and low for- 
eign investor confidence. 

“Insufficient progress on 
restructuring the banking 
sector and many enterprises 
has left a relatively feeble 
base for economic growth, 
making the country suscepti- 
ble to weakened exports in 
the context of the slowing 
global economy.” S&P said. 

The Czech economy 
entered recession at the start 
of tbe year under the impact 
of the central bank’s tight 
monetary policy, big cuts in 
government expenditure last 
year and a collapse in con- 
sumer spending. 

Czech gross domestic prod- 
uct fell 1.7 per cent year-on- 
year over the first two quar- 
ters and the central statis- 


tics office ibis week pre- v\ 

dieted it would decline 13 
per ci?nl for the year as a 
whole, growing by no more 
than 1 per cent in 1999. 

The Social Democrat gov- 
ernment, which took office 
in .Tuly. has proposed a 
Kc3!bn <$i.ibn) deficit bud- 
get to kick-start growth, 
while ihc central bank has 
cut interest rates four times 
in recent months. Wider 
reform has been slow in 
corning due to political insta- 
bility since the fall of Vaclav 
Klaus' government last 
November. Tbe government 
is only now accelerating 


preparations for privatise, 
tion of the country’s thirds 


tion of the country's threl : 
troubled big banks. 

S&P warns: "While some 
delays in banking privatisa- 
tion can be expected. . . seri- 
ous delays could further 
stress the financial system, 
which would place more 
serious fiscal costs on the 
government..." 

The ratings agency yester- 
day also reduced the 
long-term local currency 
credit rating to AA and the 
short-term foreign currency 
rating to A-2. in each case all 
by one notch and with a sta- 
ble outlook. 


International Bonds, Page 32 


Unions prepare Emu strategy 


Aliens rush for Italian permits 


companies inside the EU 
under EU regulation, ft . 
describes them as “pace-set- 
ters far social unification in 
Europe”. 

The EMF recommends a 
central role for its collective 
bargaining committee, to 
encourage the emergence of 
networks of unions across 
national frontiers within two 
years. The EMF is to develop 
a database of information on 
employment, productivity, 
inflation and growth at dif- 
ferent levels of the European 
engineering industry. Its 
plan involves spearheading, 
where necessary, “joint 
transnational action" which 
could iiicladf . strikes and : 
deijLonstgrtrons “to establish 
a gan-Egropean wage and 
c&Rbctivtcbaigaining ing pol- 
icy?. \ 


budgetary effects” of such 
tax competition. 

• Mario Monti, the single 
market commissioner, made 
it clear yesterday that he 
wanted to press ahead with 
a directive on taxing pension 
schemes "at the earliest pos- 
sible opportunity”, Jane 
Martinson writes. 

However, he told a pan- 
European pension fund con- 
ference in Brussels that the 
Commission’s approach bad 
to be flexible to take account 
of the “diversity” of tax 
systems in the 15 member 
states. 

“What we are aiming for is 
co-ordination of the rules 
already in place... not har- 
monisation.” 


Tens of thousands of 
desperate illegal immigrants 
queued up at police stations 
throughout Italy yesterday, 
each hoping to receive one of 
38.000 residence permits 
made available under a new 
law. Reuters reports from 
Rome. 

To win an' interview with 
a police offi cial , the immi- 
grants must prove they have 
been in Italy since before 
Marrh have a promise of a 
' job and a place to live, and 
1 have had no brushes with 
: tbe law. 

Most of the immigrants 
come from Albania. Sri - 
Lanka, Pakistan, China, 
Nigeria, Senegal and the Phi- 
lippines. 

The new immigration law 
will allow 38.000 immigrants 
already. VHL-the country to 
"became legal. Some experts. 
such as the Roman Catholic 
charity group Caritas, con- 
servatively estimate there ■ 
are at least 230,000 illegal • 
immigrants in Italy' and say 
the 38,000 new permits 
would not be enough to sat- 
isfy those living in Rome 
and Milan alone. 



Turkey 
says EU 


recognises 

candidacy 


By Christopher de BeBatgoe 
In Ankara 


(Begat Immigrants in Mian mob a poCceman <SstrB>uting appfication 
forms for ttaBan residence permits yesterday AP 


Swiss report uncovers a 
history of anti-semitism 


By WBSam HaS in Berne 


A government report 
released yesterday has 
debunked Switzerland’s self- 
image as a humanitarian 
oasis in the heart of Europe, 
and says 3 wave of anti-Semi- 
tism has followed the recent 
debate over the role of Swiss 
banks in . the second world 
war. 

The Federal Commission 
against Racism (FCR), in the 
first official . report on 
anti-semitism Switzerland 
has ever produced, portrays 
a society in which latent 
anti-semitism is entrenched, 
fuelled by a traditional fear' 
of being overrun by foreign- 
ers. 

Anti-semitic prejudices, 
stereotypes and attitudes are 
still widespread and- re- 
emerge during times of cri- 
sis, such, os the highly 
charged debate about the 
role of the banks in financ- 
ing the Nazi war machine 

The banks reached a 
$1.25bn settlement last 


August -to end class action 
suits brought against them 
by Jewish Holocaust survi- 
vors. But this has only 
increased resentment in 
some sections of the popula- 
tion. 

Recent comments by some 
high- ranking politicians had 
encouraged anti-semitism 
and given it a “patina of 
social acceptability", the 
report says. It is especially 
critical of the late Jean-Pas- 
cal Delamuraz, a former 
Swiss president, who 
equated the demand of Jew- 
ish organisations for a Swiss 
compensation fund , to bene- 
fit Holocaust victims with 
“blackmail”. 

Such claims opened a 
.“floodgate for. old anti -se- 
mi tic cliches’'; the report 
says. 

In 1997,- a wave' of 
anti-semitism manifested 
itself in letters to Swiss 
newspapers, threatening 
letters to prominent Jewish 
organisations, and . in every- 
day situations in which Jews 


were insulted and ostracised. 
Opinion polls registered an 
increase in negative atti- 
tudes towards Jewish citi- 
zens. 

Almost half the com- 
plaints filed for infringement 
of Switzerland's anti-racism 
laws concerned anti-Semi- 
tism. 

Doris Angst Yilrnaz, sec- 
retary-general of the FCR, 
said it was important for 
Switzerland to line up with 
European history and not 
regard Itself as a special 
case, as it has traditionally 
been portrayed. 

The 72-page report chroni- 
cles a long history which 
starts with tbe persecution 
of Swiss Jews during the 
plague of 1348. It covers 
issues such as the continu- 
ing ban on tbe kosher 
slaughter of animals, and 
the anti-semitic attitudes 
which underpinned the 
Swiss government's wartime 
refugee policy, when thou- 
sands of Jewish refugees 
were turned away. 


Turkey yesterday reacted 
positively to what it saw as 
its inclusion by the Euro- 
pean Commission among the 
candidates for EU member- 
ship. raising hopes of a thaw 
in relations between Brus- 
sels and Ankara. 

Ismail Com. Turkey’s for- 
eign minister, said the Conv 
mission's decision to “recoup 1 
nise Turkey's candidacy by 
recognising it as one of 12 
candidates” would “open the 
way for an improvement in 
relations”. 

i His comments followed the 
iblication on Wednesday of 
a report into Turkey's prog- 
ress towards meeting mem- 
bership criteria. The report, 
which appeared on the same 
day as reports on central 
and east European aspirants 
and Cyprus, carefully avoids 
referring to the number of 
candidates. But the fact that 
it was included at all has 
convinced Ankara that last 
December’s decision to sus- 
pend political dialogue with , 
the EU has paid dividends. V: 

That decision was taken'" 
after tbe European summit 
in Luxembourg appeared to 
leave Turkey out of the 
enlargement process. Mr 
Cem called the latest news 
“an example of what serious 
foreign policy can achieve". 

His words have raised 
hopes that Turkey intends to 
resume political dialogue 
with the Commission on sen- 
sitive items such as Cyprus 
and Turkey's treatment of 
its Kurdish minority. 

Karen Fogg, tbe Commis- 
sion's representative to Tur- 
key. insisted yesterday that 
the Commission’s position 
had not changed, though she 
said the release of the prog- 
ress report on Turkey “con- 
firms the fact that there are 
12 candidates”. 

It does not, Ms Fogg also 
pointed out lessen the dis- 
tance the Turks must travel 
to meet the EU’s criteria. 
The report draws attention 
to Turkey’s “persistent viola- A 
ttons of human rights and • 
important deficiencies in the 
treatment of civilians”. 


Danes set to rule out euro vote 


By Ten Burt In Stockholm 


The Danish government is 
this weekend likely to' rule 
out a referendum on partici- 
pating In European eco- 
nomic and monetary union 
(Emu) for at least two years. 

Poul Nyrup Rasmussen, 
Danish prime minister, is 
expected to tell his counter- 
parts from Sweden, Norway, 
Finland and Iceland on Sun- 
day that signs of growing 
Danish enthusiasm far the 
single currency, the euro, do 
not justify a referendum 
before the turn of the cen- 
tury. 

“I do not foresee a referen- 
dum in the next two to three 
years.” Mr Rasmussen said 
in an interview. “We do not 
want to conduct a referen- 


dum before we can demon- 
strate to most people that 
the single currency would be 
of benefit to Denmark.” 

A recent opinion poll in 
Denmark showed that bo per 
cent of those questioned 
favoured Emu, the highest 
level in recent years, with 38 
per cent against and 12 per 
cent undecided. 

The prime ministers and 
finance ministers of the five 
Nordic countries are due to 
discuss Implications of the 
single currency at a spe- 
cially convened meeting in 
Oslo on Sunday. 

The talks - scheduled to 
precede next week's inter- 
government Nordic Council 
meeting in Norway - have 
been called at the request of 
the Swedish government. 


which has also ruled out par- 
ticipation in the first wave of 
currency union. 

G5ran Perssou. Swedish 
prime minister, will tell Nor- 
dic leaders that Sweden has 
not made any decision on 
the timing or an Emu refer- 
endum. Senior Swedish offi- 
cials. however, have made 
clear that a referendum will 
not take place before, comple- 
tion of an Emu information 
campaign due to run for 
most of next year. 

The wait-and-see approach 
adopted by Sweden and Den- 
mark will be thrown into 
sharp contrast with the euro- 
enthusiasm of Finland, a 
founder member of the sin- 
gle currency. 

Finnish officials said yes- 
terday Paavo Lipponen, the 


premier, would underline 
the euro's benefits at Sun- 
day's meeting. “We hope the 
countries that are out will 
find it possible to join as 
soon as possible," said a gov- 
ernment spokesman. 

Meanwhile. KJell Magne 
Bondevik, Norwegian prime 
minister, has made clear 
there is no prospect in the 
medium term of Norway 
reconsidering its 199-1 deci- 
sion to remain outside the 
EU: ‘"The last debate and ref- 
erendum were very lough 
and there is -no appetite to 
have another referendum 
within the current parlia- 
ment.” 

Both Norway and Iceland 
are outside the EU, hut 
remain members of the 
European Economic Area. 
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Bonn plans hit by economic chill 


ByTn* Barter in Frankfurt 




-v 


■gyifcJUW *_ 


%*Fr4-rtr?‘- r *"•; '• j ' 

yefi n teM fcfc h f- ci. 

be ttor **t* <? ;. 

-w> : •■<• * 

wejtl VTu i ’•• •. 

-• 

(ftiftMrt ttoC av. V • 



fcflpfe* £:***.• -:: • . 
WWfe'jFS***- -«!i= 

I.- 

g.Jjjfr'. «kVd(te;c> ■-- 


■Take one look at the derelict 
braidings and potholed roads 
irf Leipzig’s grimy suburbs, 
and it is instantly dear why 
yesterday’s Bundesbank 
council meeting was more 
than an abstract dispute 
about monetary policy. 

Eastern Germany's cra- 
tered urban moonscapes, 
inhabited by thousands of 
youngsters who have sever 
held a regular job. are a blot 
.on society that Chancellor 
Gerhard Schroder and his 
finance minister, Oskar 
Lafontaine, want to erase. 

Nor is it just in the former 
communist east that the new 
Social Democrat-Green gov- 
ernment faces challenges. 
Even in the more prosperous 


west, the economy is Stowing 

to the -point at which fore- 
casters say unemployment 
in Germany is likely to stay 
close to 4m throughout 1939 

Big industrial companies 
expect weaker export growth 
and a drop in profit margins 
next year, largely as a result 
of f alling os orders and the 
crisis in southeast Asia and 
other emerging markets. 
.Foreign orders for machin- 
ery products alone fell by 35 
per cent in September com- 
pared with the previous 
year. Businessmen are lere ' 
confident about the future. 

Earlier this week, the gov- 
ernment took stock of 
deteriorating conditions and 
reduced its prediction for 
economic growth i»prt year 
to 2.0 per emit from the £9 


per cent -forecast by Its pre- 
decessor. Some private econ- 
omists say growth could 
even drop under 2 per cent 

-It is hardly surprising, 
then, that Mr Schroder and 
bfs colleagues are worried. 
Elected partly because of 

their promises to pot people 
bade to work, they- are dis- 
covering to their . dismay 
that they may not be able to 
achieve much hr. their first 
year in office because the 
economic climate has turned 
unexpectedly chilly. 

In the government's view, 
one especially useful contri- 
bution would be an interest 
rate cut by the Bundesbank 
or the European Central 
B ank, which will assume 
control of monetary p otiny in 
the u-nation euro-zone from ' 


next January. The snag is 
that the Bundesbank and 
ECB are supposed to be inde- 
pendent of political pressure. 

But even if the politicians 
wrested influence over mon- 
etary policy, both central 
bankers and industrialists 
say a cut in rates alone is 

unlikely to work wonders for 
the economy. Japan's reduc- 
tion of rates to almost zero 
has done little to core deep- 
rooted financial and eco- 
nomic problems, they say. 

As for jobs, what is needed 

. is not so much lower rates as 

the removal of tax and social 
security burdens an employ- 
ers, they add. The govern- 
ment is to lighten these 
charges by 2002, but they 
will remain higher than in 
Germany's competitors. 


Some economists say the 
government is to a certain 
extent pushing at an open 
door when it argues for an 
interest rate reduction below 
the current Franco-German 
benchmark rate of 3.3 per 

rent. 

In the euro-zone as a 
whole, monetary policy is 
already less tight than when 
the German government was 
elected in September. 

Recent cuts in Italy, Spain 
and elsewhere imply an 
overall easing of 0.75 per- 
centage points in the last 
three mouths or this year, 
and economists expect the 
ECB to bring the benchmark 
euro rate down to 3 per cent 
by next spring. 
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GectaRf ScfvSder frigM) meals Poland's prime minister, Jerzy Burak, in Warsaw yesterday. The 
German chenceflor promised to preea for speedy Ell reform to enable entagament Reuters 
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The Danish central hanir 
yesterday cut Its key interest 
rates by one quarter of a per- 
centage point each, brin ging 
the discount rate to 4 per 
cent and the repo rate to 4.40 
per cent. 

The decision, which fol- 
lowed a series of rate cuts 
across Europe, was wel- 


comed by finawrtol maHwh; 
in Denmark, Which had been 
expecting the move but were 
surprised by the extent of 
the cot. Two earlier recent 
cuts were by as little as 0J 
percentage points. 

Denmark is not among the 
ll countries that win adopt 
the euro in January, and 
therefore Is not under pres- 
sure to converge with the &3 
per cent interest rates in 


Germany and France. Kir- 
sten Mordhorst, central bank 
deputy director, said the cut 
was related, rather, to devel- 
opments In the foreign- 
exchange markets. 

As recently as September 
IB, the central bank raised 
the repo rate by a full per- 
centage point, and the ths- 
couxxt rate by half a percent- 
age point, in an effort to 
strengthen the krone. The 


central bank spent the 
equivalent of DKr37.3bn 
($6bn) to defend the cur- 
rency when it fell victim to 
world market turbulence in 
late August and September. 

Yesterday's cut suggests 
the Danmarks NationaJbank 
Is now more comfortable 
-with the.foreign reser v es sit- 
uation, said Jakob Veflo, 
chief analyst at Unibank. 
Earlier this week the central 


bonk said it had bought for- 
eign currency to the tune of 
DKrKLSbn during October. 

Now, with the lid appar- 
ently lifted from the specula- 
tive pressure against the 
krone, analysts expect fur- 
ther interest rate cuts. The 
discount rate could fell to 
perhaps 3.75 per cent and the 
repo to 4.00 per cent before 
the end of the year. Mr Vejto 
said. 


Doubts persist despite fall in jobless 


German unemployment tea 
last month to its lowest for 
two years, but a seasonally 
adjusted drop in orders for 
manufacturing industry In 
September sowed new 
doubts about the economy’s 
str eng th , writes Peter 
Norman in Bonn. 

Jobless figures which 
would have been hailed as a 
triumph by the govern m ent 
of Helmut KohJ were treated 
cautiously by Gerhart 
Schroder’s new Soda! 


Democrat-led coalition. 

Bernhard Ja g oda. federal 
labors’ office head, ranked 
economic recovery fourth 
among factors explaining 
last month's 73,700 drop to 
3.89m si the important 
unadjusted jobless total He 
said job creation in eastern 
Germany, a shrinkage of the 
pool of employable labour 
and modernisation by 
businesses contributed to 
the fan to 10.1 per cent in 
October from September’s 


10.3 per cent and 11J per 
cent in October tost year. 

The Bundesbank's 
seasonally adjusted data 
painted a less flattering 
picture of a 43.000 decline 
ffi unemployment to 4.1 im. 
or 10.6 per cent of the 
labour force, last month. 

Weak demand for east 
German products caused 
manufacturing industry's 
seasonally adjusted orders 
to fail 0.5 per cent to volume 
in September. 




5—* t. 


NEWS DIGEST 



S 


Turkey 
ays El 

’‘mionii 

1/ 

Candida 


SEPARATIST LEADER HAILED 


* Greek invitation to Kurd 


likely to anger Turkey 


In a move likely to infuriate arch-rival Turkey, more than a 
third of the Greek parliament yesterday renewed an Invita- 
tion to Abdullah Ocalan, the Kurdish separatist leader, to 
visit Greece. 

"The invitation, signed try 109 deputies, called Mr Ocalan 
- viewed in Turkey as a terrorist - “the leader of the 
world's most oppressed people”. 

The vote comes only a day after the Russian Duma 
urged the Moscow government to grant asylum to the 
leader of the Kurdistan Workers party (PKK), who Turkey 
believes is hiding in the Russian capital 

Turkish newspapers yesterday bitterly attacked Moscow 
over the Duma’s overwhelming vote But Russia’s Interfax 
news agency yesterday quoted Sergei Stepashin, Russia's 
interior minister, as saying that Moscow would not grant 
asylum to Mr Mr Ocalan. Reuters, Ankara 


t BASQUE separatists 


Eta reaffirms ceasefire 




The Basque separatist organisation Eta yesterday reaf- 
firmed the ceasefire it announced seven weeks ago, and 
welcomed recent elections which gave Bs poSkal alfies 
almost 18 per cent of the vote In the Spanish Basque 
region. 

Its reaction to the October election result fulfilled one of 
ttie conditions set by the Madrid government for the start 
of peace talks - acceptance by Eta of democratic proce- 
dures. 

However, in a statement published to the Basque lan- 
guage In two regional newspapers. Eta made dew it was 
not yet ready to declare a permanent end to its armed 
campaign. That, it said, would depend on “forthcoming 
events”. David White, Madrid 


& FRENCH PROTESTS 
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Fewer students turn out 



High-school students seeking more teachers and smaller 
classes launched a third wave of protest mar ches across 
France yesterday, but Lionel Jospin, prime minister, 

insisted thek demands had afready been met . . . 

Only a few hundred students showed up for to© start of 
the latest Paris munch, far fewer than the 28,000 who 
packed the capital's streets at toe first protest on October 

There were fresh protests in many other cities, including 
Marseilles. Bordeaux, Ctermont-Ferrand, Rennes an d Toul- 
ouse, but the turnout was also wen below that of eartter 
demons tt e fl one. Reuters, Paris 
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Robeco Group, toe Netherlands’ biggest manager of eta* 
funds, yesterday said it was launching an Investment fund 
aimed at 12 -to- 19-year-olds. 

The YoungDynamic fond is a 

stocks, well known to young P e f^.^5'^ r l? obeco 

fiwJ manager from a l^er pool of 4qo-5TO^fe 

Two-way communication via a special aflow 

investors to influence toe stocks which are included totoe 

wider pool and put questions to the fund ma^w.wjw 
will explain toe performance of b 

otherwise no different frem any 
The subscription period for thefonti I is 
From Saturday, details wffi be available on toe Internet at 

it will begin trading on the Amsterdam bou^e on Decan- 
ber 1. Robeco win charge an annual management foe of 
0.8 per cent Reuters, Rotterdam 


SPENDING CUTS 




Hungary train plan cancelled 
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Hungary's governmwit yester^y .i^wicefled ■ 

(S^SSJsubway project in Budapest, m an attempt to 

to supportMtovestment of this sob, 

SwaSSnt spokesman, told a news conference after the 

weekly cabinet meeting. 

W ^Gabor Demsdcy, Budapest s mayor, saWtoegov- 
emmenfs decision would have brth 
consequences as &Ktapest and 8 

valid contract with the European 
In April Petw Medgyessy, 
amment’s finance minister, signed anEcrf^ 

loan agreement with the BB to fetod the coj^ru^wirf 

toe t^SSfourto underground &». Reuters, Budapest 
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ASIA-PACIFIC 


Thai bank asset auction to go ahead 


By Ted Bardacke In Bangkok 

Thailand yesterday 
announced the world's ‘'big- 
gest ever one-day asset sale" 
for next month when it will 
auction S10.5bn in loans 
seized last year from bank- 
rupt finance companies. 

The announcement allayed 
growing concerns that the 
government might delay the 
auction, a process consid- 
ered crucial to economic 
recovery, because of the low 
prices the Financial Sector 
Restructuring Authority 
(FRA; is expected to receive 
when it goes ahead on 


December 2. The FRA has 
already sold Bt76bn iS2bn> of 
loans at 48 per cent or face 
value and has won interna- 
tional praise for its quick 
and market-friendly han- 
dling of the loan portfolio. 

However, some Thai bank- 
ers and politicians have 
argued that with the country 
on the verge of an economic 
recovery, the government 
should wait until asset 
prices perk up before selling 
the last loans, most of which 
are backed by property col- 
lateral. 

Ranks are worried that the 
auction will drive dawn the 


market value of their own 
collateral, thus making 
write-offs of bad loans more 
expensive. Debtors and their 
political allies are worried 
that transfer of their debts 
to commercial entities will 
hasten foreclosure. 

The institution that will 
take over debts the FRA can- 
not sell at a fair price 
implied last month that it 
was willing to pay more for 
some types of loans than 
commercial buyers have 
already paid. The Asset Man- 
agement Company's move 
prompted complaints among 
some coalition government 


members that they would be 
accused of selling assets too 
cbeaply - to the detriment of 
the taxpayer. 

But Amaret Sfla-On, chair- 
man of the FRA. said yester- 
day that the auction would 
proceed. “The liquidation of 
assets is part of economic 
recovery.” he said. "The Jap- 
anese didn't take decisive 
action [with their bad debt] 
and eight years later they 
are paying the price. Fart of 
the objective of this exercise 
is to rebuild confidence." 

FRA officials said they had 
set reference - but not mini - 
mum - prices far the loans. 


Tokyo aims for 
final frontier 


Japanese tax 
cuts ‘unlikely’ 
by January 


By Mjchiyo Nakamoto hi Tokyo 


The Japanese government is 
unlikely to be able to imple- 
ment much-awaited tax cuts 
by January, the top govern- 
ment spokesman has 
warned. 

"As I understand it, it 
would be impossible to com- 
plete procedural matters to 
implement [the tax cuts] 
from January,” the chief 
cabinet secretary, Hiromu 
Nonaka, said yesterday. He 
blamed a tight parliamen- 
tary schedule. 

Mr Nonaka's statement 
dashed hopes that the gov- 
ernment would take quick 
action to implement prom- 
ised cuts in income and cor- 
porate taxes, of about 
Y6,000bn ($51bn), in order to 
stimulate the economy. The 
news was one of the biggest 
factors behind yesterday's 
fall In the Tokyo stock mar- 
ket The Japanese business 
community, in particular, 
has pressed the government 
to implement tax cuts from 
January in order to boost 
nagging corporate activity. 

Koji Tanaml. vice-finance 
minister, confirmed Mr Non- 
aka's view that the debate 
on tax cuts would have to 
wait until the regular Diet 
session that begins in Janu- 
ary. “Technically speaking, 
large-scale tax cuts would 
require various discussions 
in a tax panel and... it is 
difficult.'' he said. 

The ruling Liberal Demo- 
cratic party had initially 
aimed to deliberate the tax 
cuts, together with a 
planned YlO.OOObn economic 
stimulus package, in the 
emergency Diet session to be 
convened at the end of the 
month. In addition to perma- 
nent tax cuts, the govern- 
ment is considering special 
breaks on housing loans to 
stimulate the property and 
building markets. 


However, the government 
was forced to delay the start 
of the emergency Diet ses- 
sion because of a tight diplo- 
matic schedule in November. 
Keizo Obucbi, the prime 
minister, is scheduled to go 
to Moscow next week, and 
later in tbe month he will 
receive Bill Clinton, the US 
president, and Jiang Zemin, 
China's president, in Tokyo. 

The delay to the tax cut 
plan comes amid signs of 
fallin g consumer spending. 
Government statistics 
released yesterday showed 
household spending in Sep- 
tember Cell by an Inflation- 
adjusted 1.5 per cent year-on- 
year for the nth consecutive 
month. 

This is the longest streak 
of monthly declines in 
household spending since 
the Management and Coor- 
dination Agency started col- 
lecting statistics In their cur- 
rent form in 1963. 

The outlook for spending 
continues to look grim as 17 
of the country's main electri- 
cal machinery makers pro- 
posed a cut in winter 
bonuses, which would repre- 
sent the biggest decline in 
nearly 30 years. If accepted 
by the unions, as expected, 
the proposed decline in 
bonuses by the influential 
industry would almost cer- 
tainly have an impact on 
other bonus negotiations. 

The ruling party Is also 
undecided on the scope of a 
shopping coupon scheme 
that the government is con- 
sidering as part of its eco- 
nomic package to be 
announced later this month. 

Meanwhile. Osamu Wata- 
nabe, vice-minister for inter- 
national trade and industry, 
indicated yesterday that fis- 
cal spending of up to 
Y 28,000b n between now and 
March 2002 would be needed 
to achieve gross domestic 
product growth of 2 per cent 


By tticliiyo Nakamoto 

With its domestic economy 
mired in recession, the Japa- 
nese government is hitching 
its hopes to the stars. 

Tokyo is planning to 
launch four domestically 
developed satellites as part 
of a YlO.OOObn <$85bn) emer- 
gency plan to kickstart tbe 
flagging economy. 

A proposal for launching 
four satellites by 2002 has 
been outlined in a report 
compiled by the government 
and to be submitted to a cab- 
inet meeting today for 
approval. 

The satellites would be 
developed by public and pri- 
vate Japanese organisations 
using domestic technology 
at a cost of between Y150bn 
and Y200bn. To avoid 
infring in g a Japanese parlia- 
mentary resolution that 
space can be used only for 
peaceful purposes, the satel- 
lites would be used not only 
for Intelligence purposes but 
also to monitor natural 


By Peter Montagnon and 
Gwen Robinson in Sydney 


An international panel of 
experts has urged Asia- 
Pacific leaders to adopt con- 
certed fiscal and monetary 
s tim ulus measures to tankle 

the region's economic crisis. 

The panel reports regu- 
larly to leaders of the Asia- 
Pacific Economic Co-opera- 
tion (Apec) forum, who have 
adopted some of its ideas in 
the past. Its latest report, 
sent to leaders last week, 
was completed in advance of 
the Kuala Lumpur summit 
this month. 

The panel, chaired by Fred 
Bergsteo, a US trade special- 
ist. argued that the strategy 
of export-led recovery had 
failed. Stimulation of domes- 
tic demand by fiscal and 
monetary initiatives, equiva- 


disasters, goods smuggling 
and illegal immigration. 

The satellite plan answers 
widespread public calls for 
Japan to have its own intelli- 
gence satellites following the 
launch of a North Korean 
rocket over Japanese terri- 
tory. Although North Korea 
insists that the rocket was 
carrying satellites that were 
to broadcast songs in praise 
of Kim Jong-il, the North 
Korean leader, throughout 
space, the Japanese govern- 
ment has insisted that it car- 
ried a ballistic missile. 

Ironically, the North Kor- 
ean move may not only help 
stimulate the economy, it 
may also help reverse 
Japan's far from stellar repu- 
tation in the aerospace 
industry. 

The Japanese authorities 
bave long held ambitions to 
develop a world-class space 
industry. However, in spite 
of its engineering prowess 
and its long-term experience 
in aerospace development 
with industry leaders such 


lent to 2 per cent of each 
country's gross domestic 
product, would boost growth 
in the crisis-ridden countries 
by 4 per cent next year. The 
required external finance, 
amounting to some $20bn. 
“is readily available” from 
the credit lines promised by 
Japan to the countries hit by 
recession. 

By urging concerted 
action, the report built on 
trends already under way in 
parts of Asia. Monetary stim- 
ulus would be more likely to 
succeed if all countries 
moved together, the panel 
said. This would limit the 
risk of renewed currency 
depreciation facing countries 
which tried to cut interest 
rates unilaterally. 

“A concerted Asian recov- 
ery programme would pro- 
vide a dramatic centrepiece 


Apec urged to 


If bids came in below the 
reference price, they would 
consider the number of bid- 
ders to determine if they had 
received a “market bid”. A 
bid well below the reference 
[nice made by just one or 
two bidders probably would 
□ot be accepted. 

The loans are divided up 
into 16 small tranches worth 
between Bt2bn and Bt7bn 
each. 10 medium tranches 
worth between B til bn and 
BtlSbn each and six large 
tranches of between Bt25bn 
and Bt38bn each. The small 
and medium size loans are 
grouped by borrower indus- 


try. In addition, three special 
tranches worth Btilbn have 
beat formed at the sugges- 
tion of certain bidders, 
including GE Capital of the 
US and The Pavilion Fund, a 
joint-venture between the 
family of tire former US pres- 
ident George Bush and Thai- 
land's CP Group. 

Companies which want to 
bid on numerous tranches 
but do not have enough capi- 
ta] to take the risk of win- 
ning every bid can submit 
multiple prioritised bids 
which will be disqualified 
once a certain capital com- 
mitment has been reached. 



An M-V racket Efts off from the Uchtnoura aeronautical space 
centre In southern Japan In February last year AP/Kyodo 


as Boeing, Japan's experi- 
ence with rackets has been 

far from happy. 

Japan launched its first 
two-toune geostationary sat- 
ellite earlier this decade, on 
a home-made H-2 rocket 
built entirely with Japanese 
technology. However, the 
satellite, which cost taxpay- 
ers Y42.5bn, did not read! 


orbit, so it could not conduct 
most of the tests It was 
launched for. 

Japan has also been faced 
with a need to respect the 
sensitivity of its Asian 
neighbours, who remain sus- 
picious of any Japanese 
developments that could be 
interpreted as having mili- 
tary aims. 


spur growth 


for tbe leaders’ meeting” it 
said. “Apec would succeed 
where the International 
Monetary Fund and World 
Bank, at their recent annual 
meeting in Washington, 
foiled to produce a coherent 
strategy." 

. As part of the plan, the US 
should cut its interest rates 
“much further” while Japan 
should implement its pro- 
posed tax cuts and funda- 
mental bank reforms 
“aggressively". But the 
panel also warned that back- 
sliding on last year’s com- 
mitments to accelerate free 
trade in nine specific sectors 
would generate widespread 
doubts on Apec's commit- 
ment to market reforms. 

However. Masahiko 
Komura. Japanese foreign 
minister, yesterday again 
rejected pleas to liberalise 


bis country's trade In for- 
estry and fishery products 
during a meeting with Alex- 
ander Downer, his Austra- 
lian counterpart 

While the panel's plan will 
appeal to- leaders desperately 
searching for means to 
revive their shrinking econo- 
mies, some. governments, 
notably that of South Korea, 
have been cautious about fis- 
cal expansion. . 

The panel also suggested 
the leaders should adopt an 
agenda for next year’s Apec 
summit in Auckland. This 
would include work on an 
investment code and a com- 
petition policy framework as 
well as an “efficient food sys- 
tem" designed to improve 
food security through mea- 
sures to liberalise trade, pro- 
mote rural employment and 
share technology. 
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New Zealand reflects on PR 


Peter Montagnon reports that leaders of 
both main parties favour the voting system 
change and new emphasis on coalitions 

N ew Zealand’s wide- party, see a flaw in the rigid 
ranging economic coalition agreement drawn 
reform over the past 15 up between National and 


years would have been diffi- 
cult to push through had the 
country already had a pro- 
portional electoral system at 
the outset, according to 
Jenny Shipley, the prime 
minister. 

“I don't think it would 
have been easy to-do that in 
a proportional system," she 
said In an interview, point- 
ing to the radical changes to 
monetary. fia«i1 and welfare 


tional representation (PR), 
introduced two years ago in 
New Zealand “has yet to be 
tested in the most difficult of 
times". 

Nonetheless the system 
had given New Zealand a 
more representative parlia- 
ment, and its merits out- 
weighed the risks, Mrs Ship- 
ley said. 

New Zealand's last elec- 
tion In 1996 was the first 
conducted under propor- 
tional representation, which 
is therefore still, in effect, on 
trial. The acrimonious col- 


mmonty New Zealand Hist 
party in late August has 
prompted a fresh bout of 
public scepticism just as the 
UK is pondering a similar 
transition to an electoral 
system containing elements 
of proportional representa- 
tion. 

But leading politicians 
have concluded there is no 
going back, although the 
system needs to operate bet- 
ter. Both Mrs Shipley and 
Helen Clark, leader of the 


New Zealand First alter the 
1996 election. 

In fact the coalition 
worked well most of the 
time, but the agreement, 
which tied the government 
down to a detailed pro- 
gramme, gave the media an 
unnecessarily large stick, 
said Mrs Shipley. “Every- 
thing we did which was less 
than what we said we would 
do was seal as a failure," 


opt for a looser agreement in 
any future coalition with the 
leftwing Alliance party. This 
would allow flexibility in dis- 
cussion of future policy even 
If collective cabinet responsi- 
bility means the coalition 
would have to stick together 
once a decision was made. 

S he added that, fbr the 
sake of longer-term sta- 
bility she would proba- 
bly seek a coalition with the 


limited by Its small share of 
the national poll. 

Both leaders believe that 
despite the sometimes vio- 
lent emotions in New Zea- 
land politics, coalitions can 
lead to stable government - 
one of the big worries about 
proportional representation. 

Ms Shipley says her pres- 
ent short and general agree- 
ment with the right-wing 
ACT party and independent 
members of parliament who 
are supporting her minority 


“much more constructive 
environment," which was 
less veto-driven and more 
collaborative than the deal 
with New Zealand First. 
That should see the govern- 
ment through till the regu- 
larly scheduled election date 
in a year's time. 

The coalition collapse led 
to expectations of an early 
election, possibly after an 
important confidence vote in 
February, but Ms Shipley 
said the assumption that 
elections must follow lost 
confidence votes belonged^ 
to the old first-past-the-post 
electoral rhetoric. Under pro- 
portional representation 
there should be room to 
regroup, so elections after a 
lost vote were not automatic. 

Her desire to hold out for 
another L2 months is under- 
standable given that Labour 
has nearly 50 per cent in the 
polls, while National trails at 
35 per cent. 

In a year’s time the econ- 
omy may be recovering from 
its present recession, and 
Mrs Shipley believes Labour, 
which is boosted by the 
recent unpopular govern- 
ment decision to cut pen- 
sions, has peaked too early. 
Its popularity will decline 
once the tax implications of 
its own programme become 
clear, she said. 

U nsurprisingly Mrs Clark 
disagrees. Mrs Shipley's 
government looks like 
that of John Major in the 
UK. desperately delaying an 
election till the last possible 
moment, but “for the fore- 
seeable future there Is not 
going to be much feel-good 
factor," she said. 

With or without propor- 
tional representation, it 
seems some political 
exchanges never change. 


policy. German-style proper- she said. 

Mrs Clark said she would 


Alliance even if she won an 
outright majority in the 120- 
lapse of the coalition seat parliament. But the 
between Mrs Shipley's smaller party would have to 
National party and the recognise its influence was 


main Labour opposition government has created a 


Mahathir in 


overture 



said Air Anwar ordered him V- 


By Shells McNulty 
in Kuala Lumpur 


Mahathir Mohamad, the 
Malaysian prime minister, 
made amends yesterday with 
Singapore - the rival he has 
antagonised for months - as 
pressure grew on him over 
his unorthodox political and 
economic policies. 

Dr Mahathir invited Goh 
Chok Tong, Singapore’s 
prime minister, for a one-day 
visit following expressions of 
concern from his normally 
docile Asian neighbours. 
Indonesia, the Philippines 
and Thailand, over the treat- 
ment of Anwar Ibrahim, the 
former deputy prime minis- 
ter. 

Dr Mahathir sacked Mr 
Anwar for having “low mor- 
als" and Mr Anwar was sub- 
sequently gpiwrt under the 
Internal Security Act, per- 
mitting detention without 
trial. Mr Anwar was held for 
nine days incommunicado 
and emerged with a black 
eye only to be denied bail. 
He is now on trial for 10 
charges of corruption and 
sodomy. 

Mr Anwar says there is a 
conspiracy to undermine 
him for becoming a 
Mahathir rival. Tens of thou- 
sands of Malaysians have 
staged unprecedented pro- 
tests, demanding justice for 
Mr Anwar and the resigna- 
tion of Dr Mahathir. 

The prosecution's first wit- 
ness. intelligence chief 
Mohamed Said Awang. testi- 
fied yesterday he had 
reported to Dr Mahathir that 
he believed the allegations 
against Mr Anwar were 
politically motivated and 
that Dairn Zainuddin. a top 
Mahathir aide and Anwar 
rival, was Involved. He also 
confessed that he might lie 
under oath if ordered to do 
so by his superiors. A day 
earlier, Mr Mohamed had 


to force two people to retract 
allegations of sexual miscon- 
duct using secret police . 
methods. 

Malaysia's political crisis 
comes amid a steep eco- 
nomic recession that led Dr 
Mahathir to impose capital 
controls in an attempt to 
revive the economy without 
enduring punitive investor 
reaction. 

But a banking source Indt - 
cated yesterday matters 
were hot proceeding^ - ’ -- 
smoothly. The central bank - 
threatened to force out the - 
heads of commercial banks-, 
that did not meet Its requtre-llj 
ment for S per 
growth by the year's" end. • 
the source said. Banks "are 
reluctant to lend for tear of . 
adding to mounting non-per- 
forming leans. “It's m a n ag e -. V. 
ment by fear.” the source ' 
said. 

Malaysia refused to seek' 
assistance from the Interna- 
tional Monetary Fund, as its 
neighbours have, and ' with- 
drew fund-raising plans in- 
the global bond market 
because the premium 
demanded was loo high. 

Singapore, which has wtth-J 
stood the regional crisis . 
more successfully, depends 
on Malaysia fur trade and 
tourism and. therefore,.; 
wants its neighbour to 
recover. It was an obvious 
place for Dr Mahathir to 
tum despite months of bick- 
ering over a range of issues, 
including the location uf a 
border checkpoint 

“We talked specifically on 
how Singapore can be of | 
help to Malaysia during .this; 
economic crisis." Dr 
Mahathir said after meeting “ 

Mr Goh. Mr Gob said tile 
details would be worked out. 

In return. Dr Mahathir 
agreed he and Mr Goh would ; 
not uttack each other's court- . 

tiy- 




CHINESE TAX EVASION 


Authorities crack down 
on fraud, corruption 


Chinese authorities have arrested 89 provincial officials 
and sentenced one tax inspector to death after the discov- 
ery of what state media are calling the largest tax fraud in 
China's history. Government officials and hundreds of 
businesses conspired to dodge taxes using counterfeit 
invoices valued at RMB6.3bn ($760m) between 1994 and 
1997, the official Xinhua news agency reported yesterday; 

The crackdown on tax fraud is part of a wider campaign 
against corruption, which is sapping both fiscal revenue 
and government credibility. The full extent of tax evasion in 
China is unclear, but thought to be very widespread. In 
1994 and 1995, total taxes evaded came to RMB62.4bn, 
according to reports. 

In a separate corruption case reported yesterday, a for- 
mer senior Communist party official from the southern jt 
island of Hainan was sentenced to death for accepting S?, 
$226,000 in bribes and illegally amassing $1 .2m in prop- 
erty. James Harding, Shanghai 


SPRATLY ISLANDS 


Manila protests to Beijing 

Manila has lodged a diplomatic protest with Beijing over 
its presence in part of the disputed Spratly Islands In the- 
South China sea. 

The Philippines said the move followed the sighting of 
Chinese naval ships, including two armed military vessels, 
in the Mischief Reef region where China is building several 
structures. Jerry Barican, Philippine presidential spokes- 
man, said the Chinese intrusion was a clear violation of a 
code of conduct agreed between the two countries. 

The Sprat/ys are claimed In part or whole by China, Viet- 
nam. the Philippines, Malaysia, Taiwan and Brunei. The 
islands are believed to have significant oil and natural gas 
reserves. Tony TasseO, Manila 


INDONESIAN POLITICS 


Demonstration boosts Habibie 

Some 25.000 pro-government demonstrators massed yes- 
terday in Jakarta, dwarfing opposition protests and boost- 
ing President B.J. Habibie's chances of persuading the 
country ’s poli tical machine to back him next week. 

The protesters gathered in a soccer stadium in support 
of next Tuesday's meeting of the People's Consultative 
Assembly, which is expected to approve Mr Habibie's poli- 
cies and call general elections for next year. The turnout 
far exceeded recent demonstrations by students who want 
to block the assembly, force Mr Habibie to resign and 
appoint a transitional government 

Amien Rais, a Moslem leader whose party is expected to 
do well in the elections, separately criticised the assembly 
for bemg dominated by those loyal to former president 
Suharto and for planning to keep allotted seats for the mil- 
itary in the next parliament Sander Thoenes, Jakarta 


ASIAN DEVELOPMENT BANK 


New president elected 

The Aslan Development Bank has elected Tadao Chino as 
Its new president Mr Chino is a former Japanese vice- 
minister of finance for international affairs. In 1964, ha was • 
the officer in charge at a United Nations body - the Bang- 
kok-based Economic Commission for Asia and the far 
East - tar planning and preparing the establishment of a 
regional development bank. 

Mr Chino is currently chairman of the board of counsel- 
lors at the Nomura Research Institute. He will take over as 
president of the ADB on January 16. Tony TasseH, Manila 


\ 







, * m ~iT^ 

U&>| 



financial times 


im 


FRIDAY NOVEMBER 6 1998 



ill 


c 


k, 

•ic »•• 

TlWbiWfci.i 


a®SKr"i'’» ; VV -: •• 
*&£#«* •«->— . 

**#&?*' ' i5»fe -ir -. 

>M &' =.•••;•• 

<M<v> 6i-,y .-; •. 

W jjW » - CFu-v.:^ > ;<-■ •.: 
E^uiJSvr-.' USS'C^.-c 

t&Xiwfr , 

: . ... 

'Cipak-'fUxr^el.^ .. 

*r r "?4 iw?- '?.': • 

fea-.-'A* 

{■%* : . • 
9 E,’tWf , '!s«fi : v- : - • 
r-, > 

i- --- 


ifa'A* fenfr- 

|T. *St ,<*»;.v 

jMS^e*' .W15- • -■ 

; - - 

rifc'-jfc v •^■■. s - 

&*£«}.* W. ■-■*■ 
» •<- 
ta ttS fr xji . r a r ■-•-••: 


»-**»*? \> 
aMS****?' ■;■:■ 
Sac ; **r -': >- 

^S^-rvC^lK: -. . . 



(SytoriB’.-^y. ’•• 
tf .*‘ 

tBs.' - Vtv,;r T i?7. • 

*.i \i^ms.. : l- r 
A- 

• .i. 

u£l3&- *.** 

Vit.- 


i||T:W } - -' : ■ 

Sfe^^Siiiv 

!?&**£* ■ 
.‘Sit.'S'S. rts. ?-:" r - 

&r -. 

wyp'jL >*■:■ ■: ■■': 

jjg^fefe' ■%■ "”•■•’" 

7;: ■ •'■ 

■^5jr>i ** ^ '■■■• '- 

Sfcjj 


Mercedes-Benz and Mobil Of. And won and won and 
won and won and won and won and won and won. 
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. The Formula 1 World Championship is one of 
the longest, most grueling seasons in sport, and 
this year the West McLaren Mercedes team not only 
won, it dominated— winning 9 of 16 races and 12 
pole positions. Mobil is thrilled to have played a key 
role. The screaming Mercedes engines (over 16,000 
rpm) not only use Mobil 1 technology, it gives them a 
significant horsepower gain. The results speak 


for themselves. Our hats are off to all involved, 
especially Mika Hakkinen, the new World Driving 
Champion, and his teammate David Coulthard. And 
of course to our partner Mercedes-Benz, who’s also 
known for cars that carry more than one person. 
Mobil 1 is the only motor oil recommended for 
the AMG/Mercedes-Benz, to help their drivers arrive 
safely and on time, too. Visit us at www.mobil.com. 
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MID-TERM ELECTIONS HOUSE STILL LIKELY TO HOLD UP ‘FAST TRACK' NEGOTIATIONS FOR FREE TRADE AREA AN D WTO AG REEMENTS 

Poll wins may not ease Clinton trade plans 


FOREIGN POLICY I MPLICATIO N S 

Allies greet 
results with 
sigh of relief 


By Nancy Dunne in Washington 

The results of the mid-term 
elections, deemed a victory 
for astonished Democrats, 
will not make it any easier 
for President Bill Clinton to 
achieve bis ambitious trade 
agenda next year. 

The House of Representa- 
tives is the key to making 
any progress on liberalising 
trade. In September It failed 
miserably - by a vote of 243 
to 180 - to give Mr Clinton 
the so-called fast track 


By Richard Woffle in 
Washington and John Anthers 
in New York 


Prospects for the reform of 
outdated US banking laws 
worsened yesterday as the 
new chairman of the Senate 
banking committee showed 
□o signs of watering down 
his strong opposition to com- 
munity hanking provisions. 

Senator Phil Gr amm - the 
Texas Republican who will 
take over control of the pow- 
erful committee from the 
defeated Alfonse D' Amato - 
is heading for a bitter con- 
flict over social banking 
issues with Democratic sena- 
tors and the Clinton admin- 
istration. 

Mr Gramm cl aims credit 
for scuppering the last 
attempt to overhaul the 
Depression-era and post-war 
laws which largely separate 
banks from brokers and 


By Christopher Parices, Nikki 
Tait and Victoria Griffith 


This week the US held some 
60 state-wide ballots, deliver- 
ing mixed news to the gam- 
bling industry, boosting the 
cause of prohibition, and 
slapping down proponents of 
euthanasia. 

As is now traditional. Cal- 
ifornia led the nation in 
advancing the process of 
rule by referendum, with a 
dozen propositions of its 
own. Spending on these 


authority which he needs in 
order to negotiate hemi- 
spheric free trade area deal 
and for new accords in the 
World Trade Organisation. 
The Senate, by contrast, was 
able to agree on fast track 
fairly easily. 

Although Democrats 
gained five House seats. 
Republicans still chair com- 
mittees in the House, and 
there are no important 
changes expected in commit- 
tee assignments. Ways and 
Means will continue to have 


insurers. After winning slen- 
der backing in the House of 
Representatives, the latest 
bill failed in the Senate last 
month in the face of Mr 
Gramm's opposition to the 
community lending provi- 
sions. 

The senator's senior advis- 
ers yesterday insisted he 
was not seeking the aboli- 
tion of the so-called commu- 
nity reinvestment laws, 
which require banks to pro- 
vide loans to poor communi- 
ties. They said Mr G ramm 
was merely opposed to the 
extension of the provisions. 

Mr Gr amm r emains com- 
mitted to attacking what he 
argues are the abuses of the 
community banking laws - 
particularly fraud and the 
alleged blackmailing of 
banks by social protest 
groups. 

“He has not proposed it be 
reduced or eliminated.’' Mr 


rocketed to heights extraor- 
dinary even for the Golden 
State. 

Proposition 5 alone, to 
allow Indian tribes greater 
freedom as casino operators, 
attracted more than $100m 
to pay for supporting adver- 
tising campaigns. More than 
half came from tribes 
enriched by existing ven- 
tures, who yesterday cele- 
brated an easy win over 
opponents funded by the 
Nevada gaming industry. 

More heavy spending is 


jurisdiction over most trade 
bills. Congressman Bill 
Archer, a committed free 
trader, will continue as 
chairman with Congressman 
Phil Crane, another free 

tinder, as chairman of the 
trade subcommittee. 

Members of Ways and 
Means generally favour 
trade liberalisation, but they 
are not representative of the 
rest of Congress. Increas- 
ingly. anti-trade populists 
are joining the Republican 
ranks. Democrats are 


Gr amm 's spokesman said. 
“He is trying to deal with a 
particular facet of it that has 
produced what he views as 
government complicity in 
extortion. He wants to elimi- 
nate that problem and deal 
with IL" 

Senior figures on Wall 
Street are privately highly 
concerned by Mr D’ Amato's 
departure. They had a close 
relationship with him, and 
trusted him to make the con- 
cessions necessary to win 
reforms. 

Some suggested Mr 
Gr amm would also prove an 
effective legislator. Douglas 
Kidd, head of government 
affairs for Bankers Trust, 
said: “Senator Gramm has 
been a very successful chair- 
man of the securities sub- 
committee and there's no 
reason why be can’t be an 
equally successful chairman 
of the full committee. Corn- 


expected when the challeng- 
ers fulfil their threat to take 
the issue to court 

The biggest single sum 
involved- in The Californian 
propositions was a $9.2bn 
bond issue approved by the 
electorate to repair and 
expand the state’s crumbling 
stock of school buildings. 

But an under-funded con- 
sumer-led effort to derail 
deregulation of the power 
industry crumbled easily in 
the face of a *40m-plus cam- 
paign paid by the utilities. 


demanding that trade be 
expanded to include environ- 
ment and labour rights 
issues, which makes the 
business community uneasy. 

Many Congressional dis- 
tricts are strongly in favour 
of liberalised trade. Consum- 
ers for World Trade, a pro- 
trade group, issued a “score 
card” for members of the 
current Congress, evaluating 
them for them on their sup- 
port of fast track and new 
trade initiatives, as well as 
trade sanctions and reforms 


m unity reinvestment issues 
can be dealt with outside the 
scope of finan cial modernisa- 
tion. " 

Mr Gramm’s views are 
fundamentally opposed by 
Democrats on the Senate 
banking committee, led by 
Senator Paul Sarbanes, as 
well as banking officials 
inside the Clinton adminis- 
tration. 

Inside the government, 
support for community pro- 
visions is expected to be 
higher after the strong Dem- 
ocratic vote in this week’s 
mid-term elections. In partic- 
ular officials say the large 
turnout by black voters has 
raised the political stakes of 


This time the Californian 
ballot list lacked the appeal 
of recent years, when immi- 
gration and minority rights 
sparked mighty debates. 

However, Ward Connerly, 
the man behind California’s 
own Proposition 209. which 
has already in effect ended 
affirmative action in state- 
run concerns, celebrated a 
• second success in neighbour- 
ing Washington state. A law 
banning preferential treat- 
ment based on race, ethnic- 
ity or gender, won the sup- 


of protectionist programmes. 

The highest scorers were 
all re-elected. More than 25 
per cent of those who were 
rated the lowest either 
resigned or defeated 

This says nothing, of 
course, about the 39 newly 
elected members, whose 
positions have yet to be 
ascertained The Democrats, 
however, axe h easily iu debt 
to labour groups whose turn- 
out drive was responsible for 
many of the victories. 
Labour is against most trade 


policies which are aimed at 
poorer social groups. 

The White House and 
Treasury were already vehe- 
mently opposed to the latest 
financial services bill 
because of a dispute between 
bank regulators at the Trea- 
sury and the Federal 
Reserve. Mr Gr amm indi- 
cated yesterday he would 
play the role of “honest bro- 
ker" between the two sides. 

Aside from financial ser- 
vices reform, the Senate 
banking committee has been 
most closely linked with 
holocaust issues - in large 
part because of Mr 
D’ Amato’s New York constit- 
uency. His departure is 


port of 58 per cent of voters 
in Washington. Mr Connerly 
is planning his next cam- 
paign, probably in Texas. 

In the- Midwest, mast 
attention focused on a Michi- 
gan ballot known as “Pro- 
posal B", which sought to 
legalise euthanasia (or "phy- 
sician-assisted suicide"). 
Michigan is the home base 
for Dr Jack Kevorkian, a 
long time advocate of the 
practice who has acknowl- 
edged helping more than 100 
terminally-ill people to end 


initiatives. U has begun to 
push for protection for steel, 
and that could be just the 
first of many in the indus- 
trial Midwest seeking gov- 
ernment help against the 
onslaught of imports. 

Mr Clinton has promised 
to introduce a “fast-track" 
including strong labour and 
environmental conditions. 
This may gain support from 
House Democrats, but still 
may not pass, particularly if 
business rejects it. as it has 
for the past four years. 


unlikely to have a signifi- 
cant impact on the issue. 
The Swiss banks have now 
settled with holocaust survi- 
vors. European insurers, 
subject of US lawsuits over 
holocaust assets, will be 
more alarmed by election 
results in California and Flo- 
rida. In both states, the 
insurance commissioners 
won re-election, even though 
they came from different 
parties from the governor. 

Both commissioners had 
taken a leading role in 
attacking European insurers, 
and now sit on the interna- 
tional commission which 
will deride how much they 
should pay. 


their lives since 1990. 

The proposal was compre- 
hensively defeated, by a 
margin of nearly 3 to 1 mar- 
gin. The Michigan electorate 
initially appeared to support 
the idea, but the campaign 
suffered from lack of funds. 

Proponents of prohibition 
enjoyed a better night. In 
Chicago proposals to ban 
alcohol sales were passed in 
all precincts where they 
were on the ballot paper, 
though these represented 
only a small part of the city. 


By Stephen Rdfer 
to Washington 

The results of the US 
mid-term elections were 
received with almost univer- 
sal relief among US allies 
around the world. The out- 
come was seen as giving a 
new’ lease of life to a presi- 
dency that had been almost 
given up for dead in the 
midst of the Lewinsky scan 
dal, and opening the possi- 
bility of more decisive con- 
duct of US foreign policy. 

European leaders, in par- 
ticular, were quick to 
express their satisfaction 
with a result that showed US 
voters as unconcerned with 
their leaders’ peccadillos as 
they hope voters in their 
own countries to be. 

“I think European govern- 
ments are relieved. . . It 
should allow the president 
more freedom to conduct 
government.” said one Euro- 
pean diplomat in Washing- 
ton. This was viewed posi- 
tively by leaders, most of 
whom bad long been 
impressed by President Bill 
Clinton’s personal grasp of 
complex issues affecting 
European affairs, he said. 

The view was generally 
shared by foreign policy 
observers in the US. “You 
might expect him to have a 
freer hand and be more 
engaged in foreign policy." 
said Paul Kennedy, professor 
of history and director of 
international security 
studies at Yale University. “I 
think the extremists in the 
Republican Congress have 
been calmed, and the moder- 
ates, like Chris Dodd [Demo- 
cratic senator Tor Connecti- 
cut], are back quite firmly.” 

The strengthening of the 
centre in Congress provided 
for a “less disruptive legisla- 
ture". It opened the space for 
the US, for example, to settle 
its arrears with the United 
Nations, and made it less 
likely that foreign policy leg- 
islation would be hobbled 
with abortion language, he 
said. 

Prof Kennedy also said Mr 
Clinton “is going to spend a 
lot of time dealing with for- 
eign policy Issues in the next 
two years". His enthusiasm 
for this, Mr Kennedy said, 
may have been increased by 
his involvement in the Mid- 
dle East peace talks 3t Wye 
Plantation. Here, the presi- 
dent received widespread 
plaudits for his commitment 
and attention to detail, and 
provided for him a welcome 


contrast with the “Slick Wit 
lie" image that had been per- 
vasive. ‘ 

Other foreign policy spur 
cialists argued the results 
would not have such a sig- 
nificant impact. “The admin- 
istration Iiad foreign policy 
flaws long before Munica 
Lewinsky turned up outside 
the Oval Office." said Rich- 
ard Haass. director of the 
foreign policy studies pro- 
gramme at Washington’s 
Brookings Institution. “It’s 
true that US foreign policy 
will not be conduct^ii 
against the backdrop ff? 
impeachment, but he was 
able to achieve success at 
the Wye negotiations even 
with that handicap." 

U would also reduce suspi- 
cion about the president's 
motives if he decided to use 
force, for example, against 
President Saddam Hussein 
of Iraq. “If he were to act 
decisively, you would have 
less of a Way the Dog scepti- 
cism than you would have 
had if the Republicans had 
achieved their objectives.” 
he said, citing the film 
which depicted a US presi- 
dent manufacturing a for- 
eign policy crisis to distract 
attention from his domestic 
political troubles. 

The election result also, 
slowed the Inevitable transit 
tion of all presidential 
incumbents to lame duck 
status that always takes 
place in the last two years of 
office, he said. 

That places an increased 
focus on Mr Clinton's likely 
successor. In this respect, 
the two big winners are 
widely seen ns A1 Gore, the 
vice president, and George 
W. Bush, the Republican 
governor of Texas, both 
viewed as moderates. 

“This has strengthened 
Gore" said Professor Kenn- 
edy. “He stayed loyal to Clin- 
ton and didn't distance him- 
self like some other 
Democrats. . . Clinton is also 
less of an albatross around 
his neck." As a result, some 
of Mr Gore's foreign polifife 
interests - on emphasis m 
international co-operation 
and the environment, for 
example - could begin to 
emerge. 

Meanwhile. Mr Bush had 
surrounded himself with a 
“smart team of foreign pol- 
icy’ experts" from the Repub- 
lican party, said Mr Kenn- 
edy. 

"He won't be accused of 
naivete and ignorance on for- 
eign affairs." 


NEW CHAIRMAN OF SENATE BANKING COMMITTEE 

Appointment of 
Gramm proves 
setback for reform 


RULE BY REFERENDUM 

Propositions spur gambling and prohibition 



Phfl Gramm (left) takas over at senate banking committee from Alfonse D' Amato (right) 


EXTRADITION WRANGLING APPEAL ARGUMENTS 


VAT PLAN DENIED FOOD, ENERGY PRICES ARE LIKELY TARGETS 


US EMPLOYMENT COMPANIES AXE 91,000 JOBS IN OCTOBER 


Pinochet 
‘should lose 
immunity’ 


By John Mason, 

Law Courts Correspondent 


General Augusto Pinochet, 
the former Chilean dictator, 
should lose any protection 
against being prosecuted for 
alleged crimes against 
humanity because he broke 
the constitution of Chile 
while head of state, the 
House of Lords in London 
heard yesterday. 

The claim was made dur- 
ing the second day of the 
appeal by the Spanish gov- 
ernment to overturn a High 
Court ruling that the general 
could not be extradited to 
Spain because he enjoyed 
immunity as a former head 
of state. 

Spain is seeking to extra- 
dite Gen Pinochet to face 
charges including murder, 
torture and kidnapping after 
the military coup in which 
he seized power in 1973. 

Alun Jones QC, for the 
Spanish government, said 
the Chilean constitution of 
1925, which remained in 
force until 1980. prohibited a 
wide range of Gen Pinochet’s 
actions, including the tor- 
ture of civilians. 

This breach of the consti- 
tution was a further argu- 
ment for withholding his 
immunity from prosecution, 
he said. 

Christopher Greenwood 


QC. also for the Spanish gov- 
ernment, said the types of 
crimes allegedly committed 
by Gen Pinochet had been 
accepted as breaches of 
international law as Car back 
as 1919. 

There was no doubt that 
they amounted to violations 
of international law at the 
time they were committed, 
he said. 

Statutes governing inter- 
national tribunals such as 
the Yugoslav and Rwandan 
human rights courts did not 
prevent individual countries 
holding similar trials, he 
said. 

Ian Brownlie QC, for 
human rights groups includ- 
ing Amnesty International, 
said the lack of an interna- 
tional criminal court had 
prevented Gen Pinochet 
being prosecuted in the past 
However, the current extra- 
dition proceedings offered an 
opportunity to correct this. 

The question was not 
whether Gen Pinochet 
enjoyed state Immunity in 
principle but the extent to 
which this applied. It did not 
apply to the crimes alleged 
against him because UK pub- 
lic policy was against torture 
and the causing of death, he 
said- 

The House or Lords will sit 
on Monday to resume hear- 
ing the case. 


On the web today 

• Latino power strikes blow for Clinton in California 

• Hurricane Mitch stirs political row in Nicaragua 

• Colombian Cali drug informer shot dead in jail 
http://www.fLca m/americas 


Mexico may end 
some subsidies 


By Henry Tricks to Mexico Cfty 

Mexico's Finance Ministry 
will propose an end to gener- 
alised subsidies on food and 
energy in its 1999 budget 
proposals next week as part 
of cost-saving efforts to com- 
pensate for a drop in ofl rev- 
enues, officials said. Subsi- 
dies for tortillas, the 
country's corn-based staple, 
cost more than $lbn last 
year alone. 

Jose Angel Gurrla, finance 
minister, scotched reports 
yesterday he was planning 
to introduce value-added tax 
(VAT) on food and medicines 
in a bid to keep public 
finances on a sound footing. 
The reports had caused an 
outcry from lawmakers and 
business leaders. 

A Finance Ministry official 
said the VAT proposal had 
been discarded because there 
was not enough time to 


assess its impact on Mexico's 
poor. He said the govern- 
ment, however, was commit- 
ted to a 1999 budget deficit 
target of 1.5 per cent of GDP, 
slightly higher than this 
year's proposed target of 1.25 
per cent. 

Mexico's public finances 
have come under strain this 
year from falling oil prices, 
which have pushed state rev- 
enues to their lowest level in 
18 years. Next year's budget 
is expected to be equally 
tight, setting the stage for a 
bruising confrontation with 
the opposition-controlled 
Lower House over spending 
plans when President 
Ernesto Zedillo's budget bill 
is sent to Congress on 
November 13. 

Finance Ministry officials 
said a key element of. the 
1999 budget would be the 
proposal to phase out 
across-the-board subsidies on 


tortillas and household elec- 
tricity. Instead, the govern- 
ment aims to focus the sup- 
port on the 25m Mexicans 
who live in extreme poverty. 

Mexico provides more than 
Slbn a year to corn growers 
and tortilla producers to 
keep the staple at below-cost 
price, according to private 
sector estimates. It also pro- 
vides cheap domestic elec- 
tricity. a system officials say 
encourages flagrant waste. 

But lawmakers said the 
proposals could also increase 
hardship for Mexicans near 
the poverty line wbo may no 
longer be eligible for subsi- 
dies. According to official 
statistics, some 60 per cent 
of Mexicans earn less than 
$6 a day. 

Union leaders have also 
protested against plans to 
halve in size the scandal-rid- 
den state food distribution 
agency Conasupo. 


Downsizing back in 
vogue as profits fall 


By Richard Waters in New York 

The axe is swinging again in 
corporate America. With 
profits from abroad falling 
and fears of a US economic 
slowdown ahead, more and 
more US companies have 
returned to the “downsizing” 
that became familiar in the 
early 1990s. 

More than 91,000 job cuts 
were announced by Ameri- 
can companies during Octo- 
ber, according to Challenger. 
Gray & Christmas, a Chicago 
firm that tracks employment 
trends. That was the most in 
any month for nearly three 
years, and lifted the year's 
total to more than 520,000 - 
a number that has been 
topped only in 1991 and 1993. 

Although based only on 
companies which have in 
fact announced plans to cut 
workforces, : the numbers 
point to the general belt- 


tightening that is under way 
as companies look for ways 
to support flagging profits. 

In one survey of big US 
companies tost month, two 
thirds said the worsening 
outlook for the global econ- 
omy had led them to inten- 
sify cost-cutting. 

The latest batch of job 
cuts is Ukely to be felt 
around the world. Among 
recent announcements, Mer- 
rill Lynch led what is expec- 
ted to be a broad retrench- 
ment among investment 
banks, saying it would shed 
3.400 workers, many of them 
abroad. Citigroup, which has 
also felt the pinch in emerg- 
ing markets, is expected to 
cut a similar 5 per cent of its 
workers, or 8,000 jobs. 

Levi Strauss also 
announced big overseas cuts 
in recent weeks, with news 
that four plants in Europe 
would close and 2,500 work- 


ers would lose their jobs. 

In spite of the mtehsiffcfr 
tion of job-cutting, the issue 
has not surfaced as' a source 
of national political concern 
as k did in 1996, when Ahe 
growing sense of insecurity 
among American workers 
became an election-year 
issue. The continued high 
level of job creation in. the 
US has calmed many fears, 
with the latest national jobs 
numbers, released yesterday, 
confirming an overall unem- 
ployment rate comfortably 
below 5 per cent. 

The Ttobor Department 
also reported that the 
nation’s employers added 

116.000 positions to their 
payrolls in October. 

But the figure was at least ^ 

80.000 less than most econo- 
mists were predicting. Sep- ' 
tember’s payroll increase 
was revised to 157.000. up 
from 69.000 earlier. 


BRAZIL DESPITE VICTORY F OR GOVE RNMENT ON PENSIQNS, LAWMMERS_WARN OF DIFFICULTIES IN CONGRESS FOR OTHER MEASURES 

Austerity package faces tough passage 


By Geoff Dyer in Sad Paido 


Brazilian congressional 
leaders warned yesterday 
that the government's fiscal 
austerity package still farad 
a tough passage through 
Congress in spite of a 
comfortable victory in 
Wednesday's vote on 
pension reform. 

The government passed 
the first test of its political 
support after the 
announcement last week of 
an austerity package, when 
the lower house rejected two 
amendments to its pension 
bill. A third and less 


important amendment was 
backed by the government to 
save time. 

The pension bill, which 
aims to limit the huge deficit 
on the government's pension 
system, has been held up in 
Congress for over three 
years. The bill faces one 
more vote in the lower 
house, which the govern- 
ment is expected to win 
easily, before passing into 
law. 

However. Arnaldo 
Madeira, the leader of the 
government in the lower 
house, cautioned that 
victory in the pension vote 


did not', guarantee easy 
approval of the rest of the 
government's fiscal package. 
"Each vote in Congress is 
separate and has to be 
negotiated tirelessly," he 
said yesterday. 

The government’s 
three-year fiscal austerity 
plan aims to save R$28bn 
(USS23bn) from next year's 
budget, around .half of which 
would come from higher 
taxes and R$8.7bn from 
spending cuts. If the plan 
does not succeed in restoring 
confidence in Brazil, 
economists believe the 
government would be forced 


into an uncontrolled 
devaluation, which could 
plunge the whole region into 
recession. "Yesterday’s vote 
was a signal to international 
markets that measures are 
being taken to prevent a 
currency crisis," said A6cio 
Neves, leader in the lower 
house of the Social 
Democrats, one of the 
largest parties in the 
government coalition. 

The government has 
highlighted the pension 
system as one of the main 
causes of its fiscal problem, 
forecasting a deficit on 
pensions this year of 


R$42.2bn. The problem is 
particularly acute in the 
public sector, where some 
civil servants are able to 
retire in their 40s on a 
pension higher than their 
salary. 

However, the pension bill 
which has been passed will 
save only an estimated 
R$3bn in 1999, and the 
government is already 
preparing a new reform to 
the system. 

Political analysts said the 
government could face 
tougher resistance when 
Congress votes oh its 
planned tax increases. . 


In particular, members of 
two coalition parties, the 
Democratic Movement and 
the Progressive party, have 
raised strong objections. 

The government was 
trying to play down a 
further dispute yesterday 
after Jose Serra, the health 
minister, publicly criticised 
plans to cut spending in his; jfc.-' 
department. A note released T 
by the health ministry 
claimed that spending on 
health as a proportion of 
GDP had fallen 12.4 per cent 
since 1994 and also criticised 
the lack of resources for 
education. 
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WORLD TRADE 


Music industry acts over web recording device 
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By Afica Rawsthoni fn London 

The Recording Industry 
Association of America 
(RIAA). the body represent- 
ing US record labels, plans 
to meet Samsung, the South 
^Korean electronics group, to 
fescuss its plans to launch 
the Yepp. a portable MPeg3 
player. 

This week, Samsung 
became the first mass mar- 
ket electronics manufacturer 


to confirm its intention of 
producing an MPegS player, 
a controversial new device 
that can download music 
from the internet. 

Cary Sherman, senior 
executive vice president and 
general counsel of the RIAA, 
said the association planned 
to start a dialogue with Sam- 
sung and any other makers 
of MPeg3 players in an 
attempt to ensure that they 
would not be used to breach 


copyright by recording 
pirated music Brora unau- 
thorised internet sites. 

The recent escalation of. 
internet piracy is a serious 
threat to the music indus- 
try's financial stability. The 
RIAA and other industry 
bodies fear that the avail- 
ability erf inexpensive MPegS 
recording devices will aggra- 
vate the problem by malting 
it easier and quicker for con- 
sumers to find pirated music 


on the internet, *nd then to 
store and play it. 

The first MPeg3 players, 
named after the computer 
files on which music is 
stored on the internet and 
other digital systems, went 
on sale earlier this year. Ini- 
tially, they were sold in lim- 
ited quantities over the 
internet by small, specialist 
distributors. 

Last week, the RIAA 
sought an injunction from a 


US federal district coart to 
stop Diamond Multimedia, a 
Californian company, from 
selling The Rio. a Sony 
Walhman-sized MPeg3 
player, for $199 at main- 
stream US retailers. 

The RIAA lost its case, 
and is now appealing. How- 
ever, the court ruled that 
Diamond would have to pay 
a royalty equivalent to 2 per 
cent of the wholesale price of 
each Rio sold to the US 
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Canada steers 
to deeper trade 
ties with US 


Brussels welcomes US 
for control of internet 
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' 99 Edward AJden in Toronto 

Canada has quietly shifted 
direction in its trade policy, 
and will focus on expanding 
its already robust exports to 
the US rather than diversify- 
ing its trading partners. 

This shift, which some 
observers said acknowledges 
the failure of Canada's high- 
profile campaigns to expand 
trading links outside North 
America, was laid out to the 
Liberal government cabinet 
by Sergio Marchi. Canadian 
trade minister. 

The top priority for the 
government will be to 
expand trade with the US, 
particularly by encouraging 
small, domestically-oriented 
companies to begin export- 
ing to that market. 

Leslie Swartmann, a 
spokeswoman for Mr Marchi. 
said Canada would continue 
to place a high priority on 
multilateral trade liberalisa- 
tion through the World 
Trade Organisation and was 
continuing to pursue 
regional trade agreements 
with Europe and Latin 
America. 

But at the same time Can- 
ada is reducing its emphasis 
on trade expansion in Asia 
because of the region's eco- 
nomic difficulties and the 
dim prospects for a rapid 
turnaround. 

The shift comes less than 
a year after Canada hosted 
the summit of the Asia-Pa- 
cific Economic Co-operation 


Forum, which the govern- 
ment used aggressively to 
encourage Canadian compa- 
nies to increase exports into 
the region. Instead the Asian 
crisis has furthered Canada's 
already large dependence on 
the US export market. 

Canada's efforts to find 
new trading partners have 
included several high-level 
trading missions to Asia led 
by Prime Minister Jean 
Chretien and the provincial 
premiers. This government 
has really tried to diversify 
and get away from the reli- 
ance on the US," said a for- 
mer government oEficiaL 
“But that hasn't really hap- 
pened." 

Since December. 1997 Can- 
ada’s exports to the US have 
grown 7 per cent, while 
those to the rest of the world 
have dropped 16 per cent, 
particularly because of the 
collapse of the Japanese 
market The US now takes 85 
per cent of Canadian 
exports, up from 80 per cent 
last year and 75 per cent in 
1992. 

Gordon Ritchie, a former 
Canadian trade negotiator, 
said the government's efforts 
at trade diversification had 
been "a political, not an eco- 
nomic initiative". 

The purpose, he said, had i 
been to provide political 
cover against Canadian : 
nationalists who would oth- j 
erwlse oppose the increas- 
ingly tight economic ties 
between the US and Canada. 


By Nefl Buddey In Brussels 

The European Commission 
has welcomed US plans to 
reform the governance of 
crucial functions of the 
internet, saying the plans 
would not leave the world- 
wide computer network too 
firmly under US control. 

Martin Bangemann, indus- 
try commissioner, wrote to 
William Daley. US commerce 
secretary, this week, saying 
he was “satisfied with the 
progress made" in forming a 
non-profit corporation to 
take control of the internet 
name and address system. 

“We have been informed of 
widespread support for this 
proposal both from the mem- 


ber states and from the pri- 
vate sector in Europe," Mr 
Bangemann wrote. 

The internet address and 
"domain” name system - 
which ensures internet com- 
munications are routed 
through to the right person 
or entity - have until now 
been handled by a US gov- 
ernment-funded body, the 
Internet Assigned Numbers 
Authority. 

The US published revised 
proposals last month to hand 
over lANA’s powers to a 
new, non-profit corporation, 
the Internet Corporation for 
Assigned Names and Num- 
bers. 

Mr Bangemann said the 
EU was particularly pleased 


ICANN would have a board 
of international directors, 
with no geographic region 
being permitted to hold more 
than half the number of 
board members at any time. 
Each geographic region 
would have at least one 
member. 

ICANN announced a nine- 
member Initial board last 
week, including four US 
members, three Europeans - 
from France, Spain and the 
Netherlands - one Japanese, 
and one Australian. 

initial board members will 
serve only until a permanent 
ICANN structure and board 
are in place, planned for 
autumn 1999. The US first 
published proposals to 


music industry as compensa- 
tion for any recording of its 
copyrights. 

Mr Sherman said the 
RIAA planned to discuss 
whether Samsung would be 
liable to pay a similar roy- 
alty on sales of the Yepp. 
However, be said the main 
purpose of their meeting was 
to press far the Yepp to 
include a serial copy man- 
agement system which 
would ensure that it could 


plans 

names 


reform internet governance 
in January, attracting sharp 
criticism from the EU Lbai 
its plans would leave control 
of the internet firmly in US 
hands. 

Washington published 
revised plans in July which 
were broadly welcomed by 
the European Commission. 
But the detail of the propos- 
als had until recently been 
mired in bitter battles 
among technology and busi- 
ness interests in the US and 
Europe. 

Mr Bangemann warned 
that Brussels expected 
IOANN'S articles of associa- 
tion - still being finalised - 
to commit it to respecting 
the global public interest. 


not be used to record unau- 
thorised material. 

The RIAA intends ro have 
similar discussions with Sut- 
han, a smaller South Korean 
company which distributed 
one or the first MPega play- 
ers this summer and plans to 
introduce a smaller, cheaper 
version later this year. 

“It's in all our Interests to 
ensure that there's a legiti- 
mate marketplace for these 
products/ said Mr Sherman. 


British 
Midland 
may buy 
new jets 


By Jonathan Ford 



Bangemann. pleased by 
International board 

and all relevant interna 
tional bw and convent inns. 

He added that Brunei* 
was reviewing n related pi t - 
posal, to phase out the exclu- 
sive right of a US company. 
Network Solutions Incorpo- 
rated. to register certain 
internet names. 


MASSACHUSETTS STATUTE RULING THAT HUMAN RIGHTS LAW INFRINGES POWERS OF FEDERAL GOVERNMENT 

Court strikes out Burma sanctions law 


By ShUpa Mohan in Washington 

Supporters of a 
Massachusetts law prohibit- 
ing stale agencies from buy- 
ing goods from Burma, yes- 
terday expressed anger and 
disappointment at a federal 
court decision to strike down 
the statute as unconstitu- 
tional The district court on 
Wednesday said the law 
“impermissibly infringes” on 
the federal government's 
power over foreign affairs. 

"State Interests, no matter 
how noble, do not trump the 
federal government's exclu- 
sive foreign affairs power,” 


the court ruling said. 

Legal scholars and elected 
state officials have urged the 
Massachusetts Attorney 
General to appeal. They 
claim the decision could 
have sweeping consequences 
for local governments, US 
taxpayers, and the Burmese 
people. Proponents of the 
law argued that the constitu- 
tion permitted certain state 
actions that indirectly 
affected foreign affairs. 
Although the constitution 
was vague on the question of 
who ran foreign policy, advo- 
cates said the court should 
leave a final decision to the 


BKEv 




legislative branch. 

"The court decision would 
deny cities and states the 
power to use moral stan- 
dards for choosing their 
business partners if foreign 
commerce is affected. It 
would effect laws for domes- 
tic, minority, and environ- 
mental purchasing in 45 
states.” said Robert Stum- 
berg, Professor at George- 
town's University's Law 
Center. Twenty-two cities 
and counties around the 
world exercise selective pur- 
chasing laws against Burma. 

"Boycotts based on human 
rights have been a corner- 




stone of our democracy since 
the Boston Tea Party. With- 
out it, we wouldn't have the 
constitution in the first 
place." said Simon Biller- 
ness. of Frankling Research 
and Development Corpora- 
tion in Boston. 

Aung San Suu Kyi. leader 
of the pro-democracy move- 
ment in Burma, has called 
sanctions such as the Massa- 
chusetts Burma Law a 
“critical way to pressure the 
military junta without hurt- 
ing the Burmese people.” 

The constitutional prob- 
lems created by the Massa- 
chusetts Burma Law are 


serious, and the proliferation 
of similar laws in slates 
cities tbrough the country 
creates a problem not only 
for business, but for the abil- 
ity of the US to conduct 
coherent foreign policy.” 
said Frank Kit ledge, presi- 
dent of the National Foreign 
Trade Council, which Died 
the suit. "We share concerns 
over reported human rights 
n Burma, however, our sys- 
tem of government was not 
designed to allow the fifty 
states and hundreds of 
municipalities to conduct 
their own individual foreign 
policy," he said. 


British Midland has started 
negotiations with Boeing 
and Airbus about a $500m 
order for six long-haul air- 
craft lor planned services to 
10 l‘S cities from London's 
Heathrow airport from 200D. 

Sir Michael Dishop, chair- 
man. said he was confident 
an interim open skies deal 
between the. UK and US 
would be in place by next 
June, when British Midland 
intends placing the order. 

An agreement is necessary 
because British Midland can 
not fly tu the US from Heath- 
mw under existing bilateral 
air treaties between the 
countries. 

Despite last month's 
breakdown in the latest 
round of ojien skies talks. Sir 
Michael said then* was grow- 
ing pressure from US carri- 
ers lor a deal. This could 
le. id to a compromise being 
brokered, involving a partial 
relaxation of the restrictions 
at Heathrow, he said. 

He also dismissed con- 
cerns that British Midland 
would start transatlantic ser- 
vices at a time of overcapa- 
citv and low growth on the 
route, claiming the airline 
was in "for the long term". 

British Midland has taken 
options with the manufac- 
turers for deliveries in the 
spring of LUX' of either Boe- 
ing 7G7-:inos or Airbus aw- 
Stitts. Sir Michael said the air- 
line's choice would "depend 
entirely on the deids we are 
offered by manufacturers". 

British Midland plans to 
enter the transatlantic mar- 
ket in partnership with a US 
airline. Sir Michael said the 
group had been approached 
by several candidates. 

British Midland also 
announced a SHOOm order 
with Embraer of Brazil far 10 
uf its 50-seat EMB-145 jet air- 
craft. and options over a fur- 
ther five. The aircraft will be 
powered by Rolls-Royce 
AE3007 engines. These will 
replace Saab 340 turboprop 
aircraft on services between 
UK regional airports and 
Europe. 
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SOUTH AFRICA TOBACCO COMPANIES TO CHALLENGE BAN ON ADVERTISING AND SMOKING IN PUBLIC 


Anti-smoking law prompts howls of protest 


By Victor Mallet 
fri Johannesburg 


Cigarette makers yesterday 
expressed outrage at the 
imminent enactment in 
South Africa of one of the 
world’s most stringent anti- 
smoking laws, saying they 
might challenge the legisla- 
tion as unconstitutional. 

The Tobacco Products 
Control Amendment Bill, 
passed by the National 
Assembly in Cape Town on 
Wednesday night, bans all 
tobacco advertising and for- 
bids smoking in public 


places, including work- 
places. 

The bill will become law 
alter amendments have been 
ratified by the National 
Council of Provinces next 
week and President Nelson 
Mandela has signed it. 

Rothmans International 

and British American 
Tobacco, which between 
them have 90 per cent of the 
RlQbn (Sl.Sbn) a year South 
African market both called 
the bill ’'draconian”. Steven 
Jurgens, managing director 
of BAT (South Africa), 
described the rapid way In 


which it was pushed through 
parliament as “kangaroo jus- 
tice. jungle justice". 

Mr Jurgens said: “We 
reserve our right to take 
action. One option - a very 
strong option - wfll be to 
take her to court.” 

The tobacco companies, 
backed by trade unions, free 
speech advocates, tourism 
bodies and media groups 
that benefit from tobacco 
advertising and sponsorship, 
have numerous objections to 
the bill. They say it will 
damage the economy and 
will be hard to enforce, and 


they complain that they 
were not consulted by Nkos- 

aTana 7 iima_ the antl-Smok- 
ing health minister responsi- 
ble for the law. 

Above all, they say that 
the ban on advertising is an 
unconstitutional infringe- 
ment on the right to Dree 
speech - and they point to a 
case in Canada that was won 
by the tobacco lobby on the 
same basis. The legislation 
will also give Dr Zuma 
exceptionally wide discre- 
tionary powers as minister, 
she can. for example, declare 
certain public places “per- 


missible smoking areas". 

“The industry and other 
stakeholders are feeling very 
insecure and confused," said 
Edward Shalala, chief execu- 
tive of the Tobacco Institute 
of Southern Africa, which 
represents businesses. “The 
industry is bitterly disap- 
pointed. Parliament has sot 
done its work, because they 
have not taken into account 
the constitutionality of the 
bill and the economic impact 
it will have.” 

The uncompromising Dr 
Zuma. however, enjoys wider- 
spread public support and 


the backing of her party, the 
ruling African National Con- 
gress" 

Yussuf Saloojee, an anti- 
smoking campaigner and 
one of Dr Zuma's advisers, 
rejected suggestions that the 

bill was unconstitutional. 

“The constitution says we 
have the -right to an environ- 
ment that is not harmful- to 
our health," he said, “and 
restrictions on -smoking in 
public places will uphold 
non-smokers’ constitutional 
rights.” 


Army on 
alert in 
restless 
Harare 


Wye pact 
approval 
hits new 


problem 
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SCIENCE BREAKTHROUGH CONTROVERSIAL RESEARCH SUCCEEDS IN CULTURING HUMAN EMBRYONIC STEM CELLS 


Medicine enters realm Culturing human embryonic stem ceils 


of science fiction 


By Clive Cooks on, 
Science Editor 


Imagine being able to reach 
into the laboratory freezer, 
take out a cell culture, treat 
it with growth Factors and 
produce any tissue in the 
human body - from brain 
cells to treat Alzheimer’s dis- 
ease, to new hearts for trans- 
plantation. 

That vision of medicine in 
a few years time does not 
come a science fiction novel 
but from the leading US 
research journal Science. It 
reports today that a team at 
the University of Wisconsin 
has successfully cultured 
“human embryonic stem 
cells”, the parent cells of all 
the more specialised tissues 
in our bodies. 

A second research group, 
at Johns Hopkins University 
in Baltimore, will report a 
similar success, using a dif- 
ferent technique, in the Pro- 
ceedings of the National 
Academy of Sciences next 
week. 

“The potential of these 
unique, versatile cells for 


human biology and medicine 
is enormous,” says John 
Gearhart, leader of the 
Johns Hopkins team. “Not 
only should scientists be 
able to generate specific 
nerve, muscle, skin or other 
cells for transplantation but 
we should be able to alter 
these cells, as has been done 
in mouse studies, to reduce 
the likelihood of rejection. 
We could make universal 
donors.” 

The Wisconsin scientists 
have narrowly won a 20-year 
international race to produce 
sustainable cultures of 
human embryonic stem 
cells. Although researchers 
have made such cultures for 
several types of animal, they 
have failed with other spe- 
cies, “so it was not a fore- 
gone conclusion that [stem 
cells] could derived from 
h uman embryos.” says Pro- 
fessor Gearhart. 

Despite the promised bene- 
fits, the research is contro- 
versial. Some religious 
groups object to the fact that 
cgila Tor the projects came 
originally from spare human 


embryos and aborted foe- 
tuses. And there are fears 
that embryonic stem cells 
could be misused for pur- 
poses that are ethically 
unacceptable: for cloning 
human beings, or for carry- 
ing out “germ-line" gene 
therapy in which new genes 
are passed on to future gen- 
erations. 

The researchers say their 
work has been endorsed by 
local ethical committees and 
makes use of material that 
would otherwise be thrown 
away. Stem cells will prolif- 
erate for ever under suitable 
laboratory conditions, so 
when enough cultures have 
been established no more 
embryos or foetuses will be 
needed. But the cells are not 
equivalent to an intact 
embryo; if thqy were trans- 
ferred to a woman's uterus, 
they would not implant or 
develop into a foetus 

The Wisconsin scientists 
started from week-old 
embryos, donated by parents 
who had undergone test-tube 
baby treatment at the uni- 
versity’s fertility clinic. They 
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removed the embryo's outer 
layer and carefully cultured 
the inner cells in conditions 
that enabled them to grow 
without "differentiating” - 
making an irrevocable com- 
mitment to grow into a par- 
ticular tissue type (see dia- 
gram). 

The Johns Hopkins 
researchers used cells from 
older aborted foetuses, 
which they brought back to 
an embryonic state. 

After ethical concerns led 


Congress in 1995 to ban US 
government funding of 
research involving human 
embryos, the private sector 
stepped in. 

Geron, a Californian bio- 
technology company, is pay- 
ing for human - stem cell 
research not only at Wiscon- 
sin and Johns Hopkins but 
also at the University of Cal- 
ifornia. It will hold the key 
patents - which may pro- 
voke objections that one 
company should not control 


something so important for 
improving human health- 
care as embryonic stem 
/-ceHa. - • • 

The technology’s first 
impact is likely to be in 
pharmaceutical research. 
Once scientists have found a 
reliable way to direct the 
stem cells’ differentiation, 
they will be able to screen 
drug candidates for safety 
and efficacy on normal 
human cells of any tissue 
type. 


Zimbabwe’s government put 
the army on alert yesterday 
and warned the country 
could descend into anarchy 
if violent protests against a 
weekend fuel-price rise were 
not contained. Renters 
reports from Harare. 

Riot police and heavily 
armed soldiers patrolled 
restless townships in the 
capital Harare and in neigh- 
bouring Chitungwiza town, 
where angry mobs on 
Wednesday stoned and 
torched cars and buses to 
protest at a 67 per cent fuel 
price increase 

The Zimbabwe dollar 
touched new lows against 
the US dollar yesterday but 
recovered slightly to ZS38.0.' 

to the dollar after the 
central bank intervened, 
dealers said. 

“Generally it’s the nega- 
tive sentiment that is in the 
market due to this unrest. 
People started to panic.” said 
one dealer. 

Harare and nearby towns 
were generally peaceful, 
with traffic running nor- 
mally, many businesses open 
and people back at work. 1 
witnesses said. ; 

Moven Mahachi, defence ! 
minister, appealed for calm. I 
but said that the army was 
ready to deal with any 
trouble. 

The government deployed 
riot police and soldiers to 
curb Wednesday’s protests, 
which also focused on Presi- 
dent Robert Mugabe’s con- 
troversial military support 
for President Laurent Kabila 
of the Democratic Republic 
of Congo. 

Police reported on Wednes- 
day night that more than 50 
people had been arrested on 
suspicion of looting and gov- 
ernment sources said secret 
service agents had been 
deployed to sniff out protest 
ringleaders. 


By Judy Dempsey in Jensatem 


Benjamin Netanyahu. Israeli 
prime minister, yesterday 
convened the cabinet to 
approve last mouth’s interim 
peace accord signed with the 
Palestinians in Washington. 

But no sooner had the cab- 
inet met than the implemen- 
tation of the Wye agreement - 
hit another hunlk*. this time 
over clauses, in the Palestine 
Liberation Organisation 
charter which called for the 
destruction of Israel but 
which wore annulled In 
April 1996. 

In addition. Israel brushed 


aside US criticism followings. 

n Harlcinn hv Mm hAiicinar 


a decision by the housing 1 ^ 
ministry to issue tenders to 
build 130 more homes in the 
West Bank Jewish settle- 
ment or Avni’i Hi’fetz. 

The cabinet debate had 
been postponed three limps 
as Mr Netanyahu insisted 
the Palestinian Authority 
put in writing verbal agree- 
ments made at Wye to arrest 
30 suspect terrorists within 
the next three months. Fail- 
ing that, implementation 
would be delayed. 

Under the terms of the 
accord. Israel is obliged to 
carry out a phased hand 
over of 13 per cent or West 
Bank land to the Palestin- 
ians in exchange for security 
guarantees. Madeleine 
Albright. US secretary of - 
state, quickly intervened.^ 
assuring Mr Netanyahu that 
Yassir Arafat, the Palestin- 
ian leader, would Lake steps 
to arrest Palestinians 
accused of killing Israelis. 

But as yesterday’s mara- 
thon cabinet session began, 

Mr Netanyahu issued 
another threat. Ho said 
Israel would halt the hand- 
over of land if the 700-mem- 
ber Palestine National Coun- 
cil foiled to revoke clauses in 
the PLO charter calling for 
Israel’s destruction. 


BUSINESSES FOR SALE 


TUSSLE WITH IRAQ UK AND US ON DIPLOMATIC FORAYS TO WIN SUPPORT FOR STRATEGY 


Drive to muster Gulf backing 


By David Buchan, 

Diplomatic Editor, in London 


The Joint Administrative Receivers, Michael Horrodcs and 
Steven Pearson, offer for sale the business and assets at 
this decorative lighting manufacturer and distributor. 


The Joint Administrative Receivers, Marie Shires and 
Steven Pearson, offer for sale the business and assets 
of this highly regarded manufacturer and wholesaler of 
decorative lighting and accessories. 


Principal features of the business indude: 


Principal features of the business include: 


turnover c£7m 


extensive “blue chip" customer base 


turnover c£3J>m. 60% of which is to 
Ipris International limited 


72,500 sq ft leasehold warehouse and offices in 
Barren Word, near Nelson, Lancashire 


established customer base including many household 


• strong management and sales team 

• ceramic requirements manufactured by 
Nuthall Lighting Limited 

For further information, please contact 

Nick 5mith or Haroon Ansary of PricewaterhouseCoopers, 

Abacus Court, 6 Minshull Street, Manchester Ml 3ED. 

Td: 0161 236 9191. Fax: 0161 228 3920. 


manufacturing capacity in excess of 2 million units 
per annum 


• extensive CAD design facilities 

• 1 1 4,000 sq ft leasehold premises in Ripley, Derbyshire 
For further information, please contact Mark Shires or 


Robin Cook, the UK foreign 
secretary, said yesterday he 
and other British ministers 
: would fan out across the 
Gulf region In the next fort- 
night to explain the need to 
give a stiff response to Presi- 
dent SaArLam Hussein and to 
stop hhn smuggling oO out 
of Iraq in order to fund his 
war machine. 

As William Cohen. US 
defence secretary, toured the 
Gulf, President Bill Clinton 
expressed his belief that “we 
will have the support [from 
Gulf states] we need” and 
warned that “all options are 
on the table”. Mr Clinton is 
also sending Sandy Berger, 
his security adviser, to 


Europe this week to consult 
US allies-qn. the ta$esfc4j£Qi 
crisis. * ‘ 

The concerted Anglo- 
American strategy is . to 
threaten Mr Saddam with 
bombing for his refusal to 
allow weapons inspection by 
the United Nations, but also 
to increase diplomatic: and 
economic pressure on the 
Iraqi leader in the fervent 
• hope that he will back down. 

This combination of tac- 
tics produced last February's 
agreement negotiated by 
Kofi Annan, the UN sec- 
retary-general. but now bro- 
' ken by Mr Saddam. 

Mr Cook said it would be 
.“right and proper for Mr 
Annan to lead the interaa- 
. tional reaction” to the Iraqi 
leaders latest, obstraction- 


ism. but said he “would not 
adviaet. him ; to go -to ^Bagh- 
dad"- again. 

Mr Cook complained that, 
sidestepping the UN regime 
that allows it to sell oil and 
buy food and medicine in 
return. Iraq was smuggling 
out • “quite significant’’ 
amounts of oil via “illicit 
sales through Jordan" and 
other neighbours. 

Receipts from this smug- 
gling, he claimed, allowed 
Mr Saddam “to pay bis 
Republican Guard more than 
the regular army, to build an 
additional presidential pal- 
ace and to continue funding 
his weapons programme". 

Accusing the Baghdad 
regime of abusing its. UN- 
approved right to import 
vjital' medicine, he claimed 


Paul KSnrade of PricewaterhouseCoopers, Wilmot House, 
St James's Court, Friar Cate, Derby DEI 1 BT. 

Tel: 01332 374000. Fax: 01332 374200. 

Email: pauLa.kinrarie@uk4jwxcgJ0faal.c0jn 


Saddam gambles that divisions in the 
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UN Security Council will erode sanctions 
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Route Khalaf looks 
at why Saddam has 
taken the risk of 
suspending weapons 
inspections 


SPECIALIST 

ENGINEERING COMPART 

For Sale 


Automotive Industry 

Capital Equipment 
Patented Carr Product 
DrYttapcd over last 5 yean 
Unit Volar Rouge £ 10 . 000 / 00.000 
Present Turnover £!m GPJD'i 
Potential Tumorer £Sm GP 33 **i 
totaled bt East Midlands 


Profitable and mature partnership 
business tor sale an retirement of 
he present proprietor. Offers invSed 
for sale of business wtthtattftout 
2000 sq it freehold site. Current 
turnover of £150.000 approx, 
wttfi soM trading base. 
EstabCshed over 17 years. 


D Is Morgan & Co Limited 

(Vi A ck r ms trau*! R&Xreen/tp) 


The Jofnc AcfcniniKrstlira Receivers, Coda Ha(f asdjtm Cflfford, 
ofler for sale tfm business and aMb of (Ms company 
which i p th l h— in DV i oy pMc reprod u ction and 
concept brand nnnage mn it 


Phncgsal features art: 

> Annual mmo w dreag I Jm 


Reason for sale: RETIREMENT 


Bo« HIT). HnocM Tines. 


Box B6167. Financial Times. 
One Southwark Bridge. 
London SET 9HL 


FOR SALE 


V Leasehold pnambai fci Welingboraugh- Nort h* m 

> SUM and experienced workforce (30 Bnytejnca) 

> JS09001 ratbeered 

V toflwW J ri u f priming t^arrs 

> Slue «Np customer lose 


far (farther u if bnn adaw plane contuse 
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Golfn Ho% or Marie Wlbon at 
faker Tlljr. 3 rd floor. 

Cancnd Budnen Ex c ha nge D. 
382-390 Mkhummir Baulmid, 
Cereal ration Keynes. 
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S addam Hussein may be 
enjoying watching 
another episode of US 
shuttle ' diplomacy in th6 
Gulf in an effort to rally sup- 
port for a tough response to 
his suspension of all United 
Nations weapons inspec- 
tions. 

The Iraqi president is con- 
vinced William Cohen, US 
defence secretary, is being 
told there is little appetite in 
the Arab world for a military 
strike on Iraq. He assumes 
, that, should confrontation 
with the UN lead to US mili- 
tary strikes, they would be 
limited - and past experi- 
ence suggests such attacks 
do little to ..weaken 

him. ’ 

But his decision to cripple 
the UN disarmament com- 
mission is a big gamble that 
could backfire. 

Mr Saddam calculates 
that, by provoking crisis 
after crisis, he can aggravate 
splits within the UN Secu- 
rity Council that may lead to 
a gradual erosion of sanc- 
tions. 

Last February, an agree- 
ment brokered by Kofi 
Annan, UN secretary- 
general, averted a US and 
UK-led military attack on 
Iraq. But there has always 
been the expectation that 
another crisis would soon be 
in the making . 


The agreement gave assur- 
ances to Baghdad that there 
would be “light at the end of 
the tunnel” of sanctions, 
imposed on Iraq after its 
invasion of .Kuwait eight 
years ago; and sent a special 
UN envoy to Baghdad to 
smooth -relations between 
Iraq and Unscom. the special 
commission charged with 
'Iraqi disarmament. . 

But co-operation was 
stopped in August when It 
becahte dear- that hopes of 
a n .en d -to inspections this 
autumn would never materi- 
alise. -As usual. Unscom 
accused Iraq of failing to 
come clean on its weapons 
and Iraq accused the com- 
mission of deliberately work- 
ing to maintain sanctions. 

Since then, Iraq has per- 
ceived that sentiment was 
moving. in its favour, and 
against Unscom. The com- 
mission's credibility has 
Come into question, with rev- 
elations by Scott Ritter, a 
former inspector, that he 
relied heavily on informa- 
tion; from Israel in his efforts 
to uncover Iraq’s conceal- 
ment activity. He also said 
the US had put pressure on 
Unscom not to undertake 
surprise inspections which 
might aggravate the Iraqis. 

At the time, Iraqi officials 
were in talks with the office 
of the UN secretary-general 
about a plan for Baghdad to 
reverse its August decision 
in. return for a comprehen- 
sive review of sanctions, to 
which all members of the 
Security Council agreed. 

Iraq considered the. review 
as a way of closing some dis- 


armament files and leading, . 
at least, to a partial lifting of 
sanctions, and signalled that 
it would soon back down. 

Two events, however, led 
to a hardening of Mr Sad- 
dam's position and his deci- 
sion last Saturday to extend 
the v ban to inspections ol 
sites already checked and 
-now being monitored. 

First was last month’s VX 
nerve gas report by Unscom. 
It concluded that fragments 
of missiles excavated in 
Jane in Iraq showed traces 
of VX nerve gas. This was 
confirmed by tests con- 
ducted at a US laboratory. 
Swiss studies, however, did 
not . .find anything and 
French tests showed in one 
out of 40 samples traces of 
an agent that could have 
been VX. another chemical 
agent or a product for civil- 
ian use. 


S ecurity Council mem- 
bers sympathetic to Iraq 
regarded the tests as 
inconclusive. Iraq, which 
has- always denied having 
loaded nerve gas on to weap- 
ons. blamed Richard Butler, 
chief UN arms inspector, for 
relying too much on the US 
results. 

Second was the Security 
Council letter sent to Mr 
Annan, lost Friday on the 
form of the sanctions review. 

The US had refused to 
include in the letter specific 
reference to paragraph 22 at 
UN resolution 687, which 
stipulates the oil embargo on 
Iraq would be lifted if it was 
declared free of weapons of 
mass destruction. - 


Iraqi officials argued the 
omission was confirmation 
that the US would not abide 
by the letter of UN resolu- 
tions and would insist Bagh- 
dad meet other requirements 
such as respecting human 
rights and accounting for 
the fate of Kuwaiti prison- 
ers. 

“Saddam’s vision has some 
coherence. He believes the 
UN Security Council will not 
play tbe game according to 
the rules because of tbe US 
veto,” says a western diplo- 
mat. “But if Iraq went along - 
and co-operated, slowly, m 
sooner or later, tbe UN 
would have to lift the sanc- 
tions.” 

Iraq's friends and foes 
have made clear in recent 
days that Mr Saddam’s 
actions have delayed the 
prospect of the removal of 
sanctions and could derail 
an attempt to hold a . com- 
prehensive review. 

-Shutting down all capacity 
to inspect or even monitor 
already inspected facilities 
had undermined the support 
Iraq has gathered In the 
Arab world and beyond for 
and end to sanctions, mak- 
ing it difficult for anyone to 
argue the Iraqi case or to 
break the embargo. 

It also undermines back- 
ing for an end of sanctions 
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that among items Iraq bad 
sought . tq . import recently 
were “suction cups for cos- 
metic treatment and breast 
silicone implants”. 

■ Michael Littlejohns adds 
from New York: The UN 
Security Council was expec- 
ted last night to condemn 
Iraq's cessation of coopera- 
tion with UN weapons 
inspectors as a “flagrant via 
lation" of its obligations and 
to demand that the derision 
be rescinded "immediately 
and unconditionally”. 

The resolution, drafted by 
Britain, reaffirms support for 
the commission led by Rich- 
ard Butler and for the a' 
Atomic Energy Agency in >?. 
their work to ensure destruc- 
tion or dismantling of Iraqi 
heavy weapons. 
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in the Security Council. Rus- 
ala has said it opposes mlli- t ”■ 


ala has said it opposes mili- 
tary action but the Russians. 
French and Chinese - all 
Iraq supporters - have con- 
demned Iraq’s move. They 
seem at a loss to give a rea- 
sonable justification for Mr 
Saddam's behaviour. 
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BRITAIN 


TO DROP. TO 6.75% ‘REFLECTS NEWS ABOUT THE I NTERNATIONAL ENVIRONMENT 1 


Central bank surprises City with cut 


By Robert Qwta, 
Economies Editor 
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The Bank of England 
yesterday delighted busi- 
nesses and surprised the 
City of London with a half- 
point cut in interest rates, 
suggesting that -the Bank 
may be more worried about 
the threat of recession next 
year than the Treasury. This 
is the first occasion since the 
Bank was granted indepen- 
dence in May last year that 
it has moved rates by more 
than a quarter-point 

The monetary policy com- 
mittee of the Ftar»i- the UK 
centra] bank, announced it 
had cut the growth forecast 
for next year it published in 
August and revised down its 
expected profile for inflation 
.over the next two years. 
This reflects “news about 
the international environ- 
ment and the prospects for 
domestic activity". 

The committee said the 
cut to 6.75 per cent was 
appropriate to maintain a 
path for inflatio n consistent 



Investment agency reports success with US companies 
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South-East Regional Invest- 
ment, the Investment agency 
for south-east England, has 
helped to attract 20 
companies from outside the 
UKin its first year, Bilan 
Groom writes. The agency 
is set to . meet or exceed its 
targets, undertning ihe fact 
that investment into the UK . 
is runnfog at recent levels in 
sphe of fears about the 
global economy. 

The largest investments 


were Medisense, a ' 
subsidiary of Abbot 
Laboratories, the US 
healthcare group, which - 
expects to create 700 jobs 
at a oew factory near 
Oxford; Antolin-lrausa, a 
Spanish automotive 
components manufacturer, 
creating 230 Jobs in 
Ramsgate, Kent; CFS 
International, a US-owned 
debt collector, creating 200 
jobs at Maidstone, Kart; and 


Amazon, the US internet 
bookseller, creating 150 jobs 
in Slough, near Heathrow 
airport. 

Investment from the US, 
the agency's main target 
market, remains strong, and 
the agency has appointed a 
fulMJme representative in 
Boston. It has also Inked 
with the investment agencies 
for London and eastern 
England to market their 
regions jointly in Atlanta. 


with the government’s 2.5 
per cent target. It will detail 
the new forecasts on which 
yesterday's decision was 
based in its quarterly Infla- 
tion Report next Wednesday. 

City economists had been 
unanimous In expecting 
another rate cut to follow 
October's quarter-point 
reduction, but few expected 
half a point. The size of the 
cut was a victory for the 
“activists" on the committee. 


“At the very least, the speed 
with, which the committee is 
cutting rates suggest that 
they believe the risks for 
growth are clearly to the 
downside of Qy* chancellor’s 
1-L5 per cent forecast for 
1999," said Michael Saun- 
ders, UK economist with 
Salomon Smith Barney. 

Gordon Brown, the chan- 
cellor of the exchequer, wel- 
comed the ent , add i n g that 
he and the Bank agreed 


there would be "moderate” 
growth next year. Treasury 
ministers have been critic- 
ised in recent weeks for put- 
ting covert pressure on the 
Bank to ease policy. 

. Business also welcomed 
the reduction, but warned 
that the Bank should he 
ready to cut again if neces- 
sary. The pound fell O.S 
pfennigs to DM2.756, but 
profit-taking and poor US 
jobs growth took share 


prices lower. The FTSE-100 
dropped 143.1 to 5.479.8. 

“We believe it Is the cor- 
rect action: half a percent is 
just the right amount,” said 
Adair Turner, director gen- 
eral of the Confederation of 
British Industry, the main 
employers' organisation. He 
said it would make recession 
less likely by underp inning 
sterling's fall and reviving 
consumer confidence. 

With several mortgage 


lenders announcing cuts in 
the cost of home loans, the 
British Retail Consortium 
welcomed the likely boost to 
consumer spending over 
Chris tmas 

The Engineering Employ- 
ers' Federation said the 
move would encourage 
investment and thus help 
raise UK productivity. 

The domestic slowdown 
cited by the Bank was evi- 
dent yesterday in official fig- 
ures showing a small fall in 
factor)- output in the third 
quarter. This unexpectedly 
weak out-turn may herald a 
downward revision to the 0 j 
per cent economic growth 
estimate in the same period. 

The outlook for rates from 
now on will be clearer when 
the Bank outlines its think- 
ing in the Inflation report. 
Short sterling futures con- 
tracts imply at least another 
half-point cut by March. 


Ecfitorial comment Page 19 
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NORTHERN IRELAND FORMER GOVERNOR OF HONG KONG HEARS LITANY OF GRIEVANCES 


Policing probe 
chairman given 
> harsh baptism 


By John Mwray Brawn 
In Belfast 


7 


Chris Patten was greeted 
with barely disguised 
hostility when he held the 
first public meeting, on 
Wednesday night, of bis 
independent commission on 
policing in Northern Ireland. 
It was held In a school off 
the republican Falls Road in 
the principal city of Belfast. 
Mr Patten, once a minister 
in Margaret Thatcher's 
Conservative government, 
later became the last British 
colonial governor of Hong 
Kong. 

The session began well; 
with Mr Patten, the commis- 
sion chairman, nodding 
approvingly as the first 
speaker remarked that 
agreement on pbfidng -was 
seen by republicans as “a lit- 
mus test" of the April peace 
agreement. 

But by the end of the two- 
hour session, Mr Patten 
looked distinctly uncomfort- 
able. Asked if he had really 
understood the hurt people 
felt about the Royal Ulster 
Constabulary [the Northern 
Ireland police force], he 
replied awkwardly: “Well we 
couldn’t have missed it, 
could we." 

When be was appointed to 
report on the future struc- 
ture and practices of the 
RUC, Mr Patten was hailed 


by many in Northern Ireland 
as an even-handed referee. 
But in the Irish Republican 
Army’s heartland, Mr Patten 
is still seen as a former min- 
ister of the British state - 
albeit a Raman Catholic one. 

What he will have learnt 
from the encounter on 
Wednesday Is hard to guess. 
Certainly a less astute lis- 
tener than Mr Patten might 
have been left with the 
impression that the republi- 
can co mmuni ty feel -justice 
can be achieved only by dis- 
banding the RUC - or as one 
man quipped: “Deportation, 
never mM disbandment”. 

Abolition is certainly the 
opening negotiating position 
of Sinn Ffrin, the IRA's politi- 
cal wing, but privately party 
officials concede that com- 
promise is inevitable. As 
Toni Hartley, a ’Sinn Fffln 
assemblyman, put it after- . 
wards “Look, the anger you 
see here -is -all part of the 
healing process. This is tire 
first time the community 
has been able to express 
their feelings about the 
police in this way.” 

Mr Patten and his fellow 
commissioners were dearly 
frustrated at the lack of 
what he called "construc- 
tive” ideas about RUC struc- 
ture and practices. 

Instead, he was offered a 
litany of grievance. One man 
brandished a doctor’s report 



UK ‘supplies 
16 % of world’s 


creative goods’ 


By Kevin Brawn 
and Afica Rawsthom 


Chria Patten: focus of anger In repubfican district Crispin Rodwel 


from 22 years ago document- 
ing his alleged torture. Des 
Wilson, a defrocked Roman 
Catholic palest, said Mr Pat- 
ten’s government, rather 
than “rotten apples” in the 
RUC, was “wholly and 
appallingly responsible ” for 
policing failures of the past 


• The Roman Catholic 
share of the workforce in 
Northern Ireland is growing, 
the region's Fair Employ- 
ment Commission reported 
yesterday. The Catholic 
share last year rose to 38-8 
per cent, an increase of 3 £ 
percentage points since 1990. 


Creative industries in 
Britain generate £8bn 
($i3.5bn) worth of exports a 
year - equal to 16 per cent of 
the global market in creative 
goods and services, a govern- 
ment report win state today. 
It will say that fashion, film- 
pop music, advertising and 
other creative sectors, tradi- 
tionally dismissed as frivo- 
lous, are creating 50,000 jobs 
a year to offset the long-term 
decline of British manufac- 
turing- 

Chris Smith, the chief cul- 
ture minister, will unveil a 
government survey claiming 
that Britain's creative indus- 
tries generated £60bn of rev- 
enues last year, and are 
growing at 5 per cent a year 
- twice the rate of the econ- 
omy-as a whole-,^. 

The .Creative industries 
Mapping Document - drawn 
up by a task force of entre- 
preneurs including Richard 
Branson and fashion 
designer, Paul Smith, as well 
as ministers - is the first 
attempt to quantity the eco- 
nomic impact of the creative 
sector. 

It says that music, design, 
software, publishing, fash- 
ion, architecture, film and 
television, and arts and 
antiques marketing employ 
about lm people. The report 
does not quantify the poten- 
tial for growth, but internal 


forecasts suggest that 
exports will grow by at least 
50 per cent in real terms 
over the next 10 years. 

Growth in the creative 
industries has been explo- 
sive in recent years, accord- 
ing to the report, with new 
sectors - notably feature 
film effects and computer 
games - constantly appear- 
ing to counter cyclical down- 
turns in more mature areas. 

Mr Smith says the govern- 
ment is determined to avoid 
another chapter in the story 
of British creative talent 
since the first industrial rev- 
olution: “invented here, but 
commercially exploited 
somewhere else”. 

The report identifies a 
number of potential barriers 
to further growth. Including 
the weakness of intellectual 
property rights, a need for 
more , skills training- and 
potential over-regulation. 
During the preparation of 
the study, various govern- 
ment departments started 
work on projects to tackle 
these problems. 

• Gavyn Davies, chief inter- 
national economist at Gold- 
man Sachs, the US invest- 
ment hank, and an adviser 
to Gordon Brown, the chan- 
cellor of the exchequer, is 
expected to head a panel 
that will review funding of 
the BBC next year. Mr 
Davies is the co-author of a 
book calling for generous 
annual rises in licence fees. 


EDS and IBM to update welfare computers 


By Nicholas Toumms, 
Public Policy Editor 


A consortium led by 
Electronic Data Systems and 
International Business 
Machines was chosen yester- 
day to update the UK social 
security department's com- 
puting systems, with the aim 
of producing a client account 

for every citizen. 

The Affinity consortium, 
which also includes Cable 


and Wireless and Pricewater- 
houseCoopers, has been cho- 
sen to help design the strate- 
gic components for Accord - 
the name of the project 
aimed at modernising and 
redesigning the depart- 
ment's benefit delivery 
systems while reducing its 
£2.7bn ($4.5bn> administra- 
tion costs. 

It will involve ensuring 
compatibility among the 
department's 27 systems. 


which include more than 200. 
mainfr ame computers and 
70,000 PCs, improving the 
inaccuracy of benefit admin- 
istration while reducing 
fraud. 

The individual client 
accounts should mean that 
pensioners, parents claiming 
child benefit, the unem- 
ployed, the disabled and 
those on housing benefit and 
income support should not 
need to be asked to provide 


repeat information about 
themselves. 

The 10-year programme is 
likely to involve replacement 
of much, though not all, 
of the department's comput- 
ing. 

The Affinity consortium is 
likely to win the first 
tranche, of service work 
which, according to the 
department's Information 
Technology Services Agency, 
is intended to be delivered in 


2001. Two consortia not cho- 
sen as preferred providers. 
Arcway and 1 Accord, are 
being retained to contribute 
a range of the services 
needed to complete the 
multi-billion-dollar pro- 
gramme. 

Stephen Timms, the junior 
social security minister, said 
yesterday's decisions were 
“essential prerequisites to 
the detailed negotiations 
which will allow the com- 


mercial arrangements to he 
finalised with service 
providers." Specific con- 
tracts would he awarded as 
needs arose over the next 10 


years. 

Arcway is led by British 
Telecommunications, with 
Bull Information and SEMA, 
while lAccord is led by I CL 
with Andersen Consulting, 
Experian, Microsoft. Rand 
Information Systems and 
Ferret Information Systems. 


Sound drums and trumpets’: poets seek to charm royal patron 


The successor to Ted Hughes, the poet laureate who died last 
week, will face an unusually tough task, says Annalena McAfee 


W ith what seems like 
indecent haste, the 
search for Britain’s 
next poet laureate is on. 
Within days of the death last 
week of Ted Hughes, the 
colossus of contemporary 
English poetry and official 
versifier to Queen Elizabeth, 
bets were already bei ng 
taken on his likelysuccessor. 

Frontrunners were 
Andrew Motion, professor of 
creative writing and biogra- 
pher of Larldn and Keats, 
and James Fenton, Oxford 
professor of poetry and a for- 
mer war correspondent 
But Hughes will be a hard 
act to follow, both in terms 
or the Promethean quality of 
his verse and in his wilting 
ness to embrace a role which 
tied his art to an ancient, 
some would say anachronis- 
tic, form of patronage. 

For Hughes, allegiance to 
the monarchy was a reflec- 
tion of his mystical belief m 
tradition and hierarchy- 
-He liked the idea of being 
the poetic shaman of the 
tribe," said his friend and 


-fellow poet Craig Ralne. 

Most established poets 
today, however, are of a 
more republican persuasion 
and would be unlikely to 
turn out a decent sonnet 
celebrating a royal wedding 
or mourning a royal death. 
Even Hughes seemed to 
flounder - his official poems 
collected in the volume 
Rain-charm for the Duchy 
were generally acknowl- 
edged to be among his least 
successful 

■ The problem is that public 
poetry, particularly officially 
sanctioned public poetry, Is 
usually bad poetry. The most 
distilled of literary forms , 
verse - whether structured 
or free form - ruthlessly 
lays bare any latent pompos- 
ity or humbug. 

The most enthusiastic pub- 
lic poet in the last ISO years 
was the Scot William 
McGonagall. who could 
always be relied cm to exult 
over some civic event or 
royal visit with leaden 
rhyme and limping ihythm. 
McGonagall styled himself 


the “poet Laureate of Tay 
Bridge” and marked Queen 
Victoria’s Jubilee in 1887 
with an excruciating ode 
which began “Sound drum 
and trumpets, far tend near! I 
And let all Queen Victoria’s 
subjects loudly cheer!! And 
show by their actions that 
they revere, I Because she's 
served them faithfully fifty 
■long year!" 

McGonagall thought him- 
self a certainty for the post 
of Victoria’s pet poet - 
although the lanreateship 
was already occupied by 
Alfred Lord Tennyson. 

Perhaps the liveliest court 
poet was John Wflmoti Earl 
of Rochester. His wit made 
him a favourite, if not offi- 
cial poet laureate, with the 
retinue of King Charles IL In 
167S, Rochester was asked to 
write a poem for the king 
but mistakenly sent 

him a lampoon speculating 
in the most frank, terms 
about the King's sexual inad- 
equacies. The poet was lucky 
to escape with his head and 
was forced to flee Into exile. 



Pay unchanged 
for 300 years 


Front nnwx Jams F*rton OeflJ and Andrew Motion 


There have been IS poets 
laureate appointed by royal 
command since John 
Dryden in 1670. The 
laureate's main task is to 
write to order verses about 
state occasions. The salary 
has not changed from the 
£100 a year set in 1692. 
Apart from Dryden. 
Tennyson and Wordsworth, 
few pre-2Dth century 
laureates are remembered 
today. 


Today's poets are more 
likely to share Rochester's 
views of the monarchy than 
McGonagall's, and the 
money attached to the life- 
long post of poet laureate is 
unlikely to . tempt them to 
compromise their opinions. 
Proposals for radically over- 
hauling the appointment are 
currently being considered. 
The US model - in which a 
poet-laureate consultant to 
the library of Congress is 
appointed for two years, paid 
$3^000 annually and charged 


with Increasing public 
awareness of poetry - may 
offer a solution. 

In the UK, the Arts Coun- 
cil, the Poetry Society and 
the Royal Society of Litera- 
ture, the bodies which usu- 
ally advise the government 
and the monarch on suitable 
candidates for the post, are 
discussing proposals to sever 
the UK laureateship hum its 
regal links and attach it 
instead to the British 
Library, bringing a more 
generous salary for a fixed 


term. Craig Ralne, however, 
rejects this modernising pro- 
posal, although he himself 
has no desire to enter the 
race for the laureateship. 

He argues: "The poet lau- 
reate of the British Library 
has a thoroughly drab 
pension -scheme ring to it. 
The prestige of being a poet 
laureate may be tinselly and 
out-of-date, like the buckles 
on a Cavalier's shoes. But 
better that than a pair of 
Hush Puppies passed on 
every few years." 






NEWS DIGEST 


CHANNEL ISLAND COURT HEARING 


Trust director faces fraud 


charges involving £5m 


Raymond Eric Norman Bellows, a former Jersey trust 
company director, yesterday faced 27 charges of fraudu- 
lent conversion and one of obtaining property by false pre- 
tences. The fraud charges involved alleged losses of 
£5.1m. Mr Bellows reserved his plea and was given bail at 
a court in Jersey, the largest cri the Channel Islands 
between England and France. He was ordered to report to 
the police each week. 

He was the founder and former director of two Jersey- 
registered companies, Lavey Hancox Management and 
European Trustees and Nominees (Cl), that were declared 
en desastre (bankrupt) last year. 

It is understood that Mr Bellows is alleged to have used 
clients’ companies' funds to make personal investments in 
property. Philip Jeune, Jersey 


OFFSHORE OIL AND GAS 


Trade unions sign deal 


Trade unions and employers in the UK's offshore ail and 
gas industries signed a partnership agreement yesterday 
which includes a commitment to “non-dtsruption” by 
employees. The document also involves acceptance by 
employees of new working practices and adoption of new 
technology and innovation. Both sides commit themselves 
to co-operation on dealing with safety issues. 

“This agreement represents a major step forward m sec- 
uring the future wellbeing of our industry and its work- 
force", said Syd Fudge, chairman of the Offshore Contrac- 
tors Association, which covers 64 companies together 
employing more than 30.000 workers. Ken Jackson, AEEU 
engineering union general secretary which represents 
4,500 offshore workers, said such a partnership was 
“ground-breaking Robert Taylor, London 


INSURANCE 


Genetic tests move rejected 


The government has decided against immediate legislation 
on the controversial use of genetic tests by insurers and 
wHI instead try to develop voluntary safeguards with the 
industry. Ministers said yesterday they had rejected a 
recommendation by the government's Human Genetics 
Advisory Commission that there should be a two-year 
moratorium on asking clients who seek insurance products 
for their genetic tests results. 

Instead, the government said it would work with insurers 
and the commission to secure early creation of an inde- 
pendent evaluation system as part of the existing Advisory 
Committee on Genetic Testing, which monitors new devel- 
opments for the government. Andrew Bolger, London 


WORKPLACE SEX EQUALITY 


Call for tough enforcement 


CN SEXtftl BvJOALTTY- 
VI L W£B>7Ha»0 
flRrrmKT&waaa*) 



The government should leg- 
islate to force companies to 
strengthen workplace sex 
equality with tough enforce- 
ment against non-compli- 
ance the Equal Opportuni- 
ties Commission 
recommended yesterday. 
Business organisations 
expressed their strong 
opposition. Kamlesh Bahl, 
the EOC’s chairman, said its 
proposals would make sex 
equality a basic human right 
under UK law. The report 
calls on the government to 
introduce a law based on 
the “principle of equal treat- 
ment which would guaran- 
tee freedom from discrimi- 
nation on grounds of sex. 


pregnancy, marital and family status and gender reassign- 
ment" to apply to “employment training, education 
end ... all dealings between the citizen and the state and 
public authorities”. Robert Taytor, London 
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RECRUITMENT 



RICHARD DONKIN 


Tending the grapevine 

Managers take heed: office networks can 
make or break your plans 


How da you find things out 
in your company? Where do 
you get your news? Does it 
come in the form of a memo 
from on high or do you pick 

up gossip in the canteen? 
And what do you do with the 
news when you have it? 

The answer to this last 
question can be vital to the 
running of a business, yet so 
much advice on corporate 
communications - and there 
is almost as much as there is 
on leadership - is of the 
“how to" kind. 

Companies Instigate a 
plethora of systems such as 
intranets, team briefings, 
memos a nd e-mails to get 
their message across. It is 
usually a top-down system 
because managements are 
still hierarchical and many 
do not yet understand how 
or even why they are being 
cut out of the information 
loops. 

Working in a news 
environment, the sense of 
control that governs the 
dissemination of news seems 
in direct contrast to the 
Brownian motion of internal 
information. Internal news 
cannons around like a 
pinball with as much 


sense of direction. 

The top-down stuff Is 
quickly digested and that 
which we need is filed away. 
This is what is supposed to 
happen. But something else 
happens too. Some of the 
information is subject to 
testing and analysis. Groups 
of people will gossip about 
the meaning of certain 
moves or strategies. Some 
will talk on the telephone or 
exchange internal e-mails, 
looking for interpretations. 

The information is passed 
and translated among 
various networks - some 
extending beyond the 
company - with the result 
that many management 
moves have been analysed 
and explained, often 
anticipated, way beyond 
anything that has been 
placed in a memo. 

Karen Stephenson, 
professor of management at 
UCLA in the US and at the 
Theseus Institute in France, 
has studied such networks, 
which she believes can 
become powerful groups in 
either blocking or 
instigating change. 

I met her last week at a 
cocktail party hosted by the 


Institute of Personnel and 
Development, but It was not 
until afterwards, when 
reading one of her papers 
pulled from her web page 
(nttfarm-siephenson. com ) 
that 1 discovered she had 
made a practice of analysing 
the behaviour of people at 
cocktail parties. Whether we 
know it or not, at such 
gatherings we are 
establishing what she calls 
“invisible lines of trust". It Is 
this that makes us feel 
comfortable about sharing 
information. 

Such encounters seem 
quite different from those 
inspired by blatant 
networking - the practice of 
meeting and cultivating 
people because we think 
they might be of use to us. 
That kind of networking 
seems less about trust and 
more about exploitation but 
it may be old-fashioned to 
think this way. A natural 
network, however, does 
seem to emerge when people 
find that they have 
something in common or 
that they like each other. 

Prof Stephenson uses a 
kite image to describe the 
three types of people found 
in all networks. Firstly there 
is the “hub" at tbe centre of 
the kite - the individual 


with many connections to 
different people. Then there 
are “gatekeepers” at the foot 
of the kite, without whom 
information will not flow to 
certain areas along the tail. 
Others, she calls 
“pulse-takers", are placed 
between the hid) and the 
gatekeeper. These are the 
sort of people who have their 
ear to the ground. They tend 
to be less visible and their 
role Is not easily understood 
or appreciated. 

The pulse- takers seem the 
most interesting employees 
because they will often 
analyse and interpret any 
information. Their verdict - 
respected by those who are 
plugged in to their opinions 
- can make or break a 
management policy. Prof 
Stephenson says Machiavelli 
was a typical pulse-taker. 

Identifying such people 
and understanding their role 
ran be vital if a management 
is attempting to Introduce 
some innovation or change 
in working practices. It 
might be wise to consult the 
pulse-takers beforehand for 
their opinions. 

Prof Stephenson uses what 
she calls “network analysis" 
to find these people. 
Employees are asked 
between five and 10 
questions about who they 
associate with within certain 
spheres at work. 

Anyone reading this will 
be able to recognise 
instantly various groupings 
in their own organisation - 
who goes with whom to the 
pub and who they meet 
there, who has had affairs 
with whom, the people who 
meet at the same table in the 


canteen every day, who 
share the same religion or 
went to the same schooL 

At this newspaper 
journalists who share 
certain interests are readily 
Identifiable in message 
groups. In addition to 
departmental groups there 
are message groups for 
football, rugby, cricket, 
tennis, wrwnia and opera. 
There Is one for people who 
frequent the pub and there 
Is even one called 
“tightwad" where people 
exchange tips for saving 
money. 

Within these groups, 
which cross international 

Pulse-takers 
can be vital if 
a management 
is attempting 
to introduce 
change 


boundaries, it is possible to 
identify those who have 
specialist knowledge of, say, 
the West Indies cricket team, 
Welsh rugby or James Bond 
films. 

The tendency of 
like-minded people to 
gravitate towards each other 
is not always healthy when 
a company is seeking 
diversity in its working 
groups. Prof Stephenson 
warns that such, tribal 
groups can be exclusionary, 
masking a “ fundame ntal 
fear of differences”. Clearly 


if a company is seeking to 
introduce same kind of 
change in the workplace it 
win be in its interest to 
know these hidden networks 
and to understand their 
workings. 

Lies at interview 
An item two weeks ago 
about lie-detecting in job 
interviews produced a 
sceptical response from Rob 
Yeung, a psychologist at 

Nicholson McBride, a 
psychology-based human 
resource consultancy. Mr 
Yeung challenged the 
reliability of drawing 
conclusions about potential 
deceit from body language 
but be did support the idea 
of exploring details in an 
interview. 

He also made tbe practical 
point that one of the best 
ways a recruiter can deal 
with potential lies among 
applicants, particularly 
involving qualifications, is 
to insist that the applicant 
produces their original 
degree certificate. “Once this 
sort of message gets round, 
people certainly won't He 
about their qualifications," 
he writes. 

He recalls one friend who 
routinely “improves” his 
qualifications on his resum£ 
but who is nevertheless 
highly competent in his job. 
If candidates' abilities are 
tested in a job-related 
assessment, he argues, then 
paper qualifications become 
less relevant. “The real test 
is whether people can do the 
job," he says. 

richard.donkzniqji.com 



Headhunters 
earn lots but 
work long hours 
- US study 

The hours are not too bad, 

the travel is hardly 

demanding, you get to mix 
with the top business 
decision-makers and 

sometimes you earn mors 
than they do. No wonder the 
US publishers of a new 
recruitment study have 
concluded that headhunters 
are laughing aH file way to 
the bank. 

When partners' salaries 
are included within profits, 
the top 20 per cent of 
executive search firms had 
profit margins topping 60 
per cent in 1997, according 
to the report published by 
Kennedy Information. 

The study, based on 
interviews with 200 
executive recruiters, found 
that only eight of them 
earned less than $100,000 a 
year. The average parties' 
salary was $267,000. A third 
of those questioned earned 
more than $300,000 and 
more than one in 10 had 
annual earnings topping 
$500,000. 

The research found that 
most partners were putting . 
in 50 to 60 hours a week. It 
did not say how many of 
these were spent at lunch. 
The report is not cheap at 


$395 which probably Thsans 
ttismorelikefyto'bebought- 
and read by those kt the - ; 
businesses rather than v . 

clients who wonder where a& i;* 
their search fees are gohg. : ‘ ” 

Derate: 001 603 585 3101' - 

Call-centre, staff 

Competition for effective - 
staff may turn out to be the; 
biggest factor ai improving 
pay and conditions for V: 
call -centre employees, 
according to research 
conducted by Office Angels, 
recruitment consultants. The 
research, which looked at 80 
companies employing about' 
3,000 people in call centres 
or manning customer service - 
lines, found that competition 
for skilled staff was drtvatg M 
the provision of incentives - ...” 
and attractive places to .,, 
work. 

The study also found that 
the best way for managers 
to win the respect of their, 
staff at peak times was to 
join in and man the cafis 
themselves. 

Further research from 
Gallup has found high levels 
of customer retention related 
to the systematic 
recruitment of talented 
call-centre staff who are 
sensitive to clients' needs. 

Delate: Office Angels, Sarah 
B-Doori + 44 181 741 400 Or 
Gallup, Hilary Osmend 
01932 828628 




BANKING FINANCE & GENERAL APPOINTMENTS 


front 

office/middle office/ 

back 

office 




- • s ■ rp ~ ■ ■ : 

Aiming for a corner office? 



www.capItalmarketscompany.com 


TMg MVB1L©1?MBMT BAMK flap HUP 

The AFRICAN DEVELOPMENT BANK GROUP is an international finance institution established to taster 
economic growth and sustainable development In Africa The Bank is owned by 53 African and 24 non-African 
countries. It is basad m Abidjan. Cote d'Ivoire. 

Nationals of the Bank's member countries are invited to apply lor the tottowfng positions: 

DIRECTOR, BUDGETING ATC) FB4ANCIAL POLICY PLANNING DEPARTMENT PM-ads . 1 

jBVitm) 

Under the superviskx« of tha Vtao President for Finance and Planning, lead and supervise the staff and manage 
the resources of the Deportment; prepare and supervise the implementaton a! the Bank Group- Budget, by. 
developing the necessary algorithms to hr*plemant acthrtty based budgeting, directing and training staff In aipare 
and emerging budget methodologies; monitor and control the Budget by ensuring fuf compliance with' the; 
Financial Refutations of the Bank ptwide guidance and partknpaw m the development of. financial poScy 
documents and models rotated to the General Capital Increase of the ADB and the reptertshment of tea African 
Development Find and pro4da cost sharing estimates far me Bank and trio Fund; advise Management on tee. 
Bank Group's financial outlook, especially ki the contend of major new indiatives and on strategies tor 
negotiations with Governors on Bank capital Encraanre and FUnd reptanBhmenfa. Candidates must have at least , 
a Master's degree in Accounting, Business Administration. Economics or equivalent professional qualification 
ptus at least U> years professi o n a l experience, taducflng 5 yearn In a senior management capacity. 

MANAGER, PROTOCOL AND ELECTED OFFICERS DIVISION (Reft ADBMfoVOZ) 

Under tha supervision of the Secretary General, plan, organise and supervise the work of tbe Division Including 
the provision of adm l nistraflire support services to elected officers of tea Bank Group; assist the Executive 
Directors and their Alternates In carrying out Stair official and social duties; org an ize and manage protocol 
services tar loan agreement signing ceremonies. Annual Meetings of the Boanl pi Governors and other Important, 
meetings and actMdas organized by the AOS or beta under its auspices; maintain relationship with the host 
country and administer pdvfleges and Immunities accorded to the Bank and its staff wider the Headquarters 
Agreement: advise and assist Bank staff with visa fcrnnaBtfes for official travel Candkfatas must have at least a 
Master's degree In Pttofic Adria nfaha tlon. Intern a tional Reteflans. Diplom a cy or related fields and a minimum of 
5 years professional experience, preferably In protocoL pubfic rateflons or such other areia.. . 

PUBLIC irnuriES ECONOMIST ~ (R»t adbavims) 

Under the supervision of tbs Director of Country Department -.Norte Region, .examine arid analyze pubfic ufflty. 
sub-sectors (water and sanitation, electricity, tetecommurricaflorra), their weight, in the n a t i o na l economy; their 
contribution to economc growth and tin meeting the major social chaflengea such as poverty alleviation and 
growth in aqufty; analyze the economic aspects of programmes and .projects fai these sub-sectors submitted tar 
Bank funding: their integr a tion In the national economy, the analytes of supply and demand, study ot tariffs, 
economic and social bonaftte, economic profitabrirty; WanWy the problems lacing the sub-sectors by elaborating 
the terms of refereriee.and RSMrvtsfeig tin conduct of studies; analyze the Institutional: aspects impeding the' 
optimal contribution of these subsectors to tha national eoonomy and contribute to the improvetnertl of curort 
reforms aimed at developing tease sectors. Candidates must have at least a Master's degree In Economics, w?h . 
concentration ta pubSc utiStfes plus a minimum of 5 years prote&skmal experience In at least one of the pubfic; 
GENERAL REQUIREMENTS FOR ALL THE POSITIONS: 

Familiarity with modem software appBcattons in the related field. Aunty to communicate effectively in English 
and/or French as wen as axcetient writing skSs in either language. Proficiency in both languages vriti be an added 
advantage. 

77w Ban* offers an Internationally competitive tax-free salary and attractive benefits package. 

Applications with complete curriculum vitae must be sent before 30 November 1996 to the address below. 
QuaSfied women candidates ore encouraged to apply. Due to the targe number of appBcatiens expected, only 
candidates under serious conskleraOon wtt be cont a cted. 

DIVISION MANAGER. 

RECRUITMENT AND STAFF DEVELOPMENT DIVISION 
HUMAN RESOURCES MANAGEMENT DEPARTMENT, 

AFRICAN DEVELOPMENT BANK, 

01 BJ». 1387, ABIDJAN 01 .COTE D'IVOIRE 

FAX: (22S) 20-49-43 ADB Homepage: http://www.afdb.org E-mail: recru It @ sfdb.org 


METAL PRODUCTION 


Chief Financial Officer 


Negotiable expat package 


SLOVAK REPUBLIC 


Our client is a thriving international production facility with a modem and progressive management style, whose 
shareholders include a Scandinavian industry leader, an International Financial Institution and a major Slovak 
privatised industrial company, all of whom take an active interest in the company. It is profitable, with annual 
sales of USS250 million, and has recently concluded a highly successful U55125 million co-financing involving on 
international bank syndicate. 


The Position 

■ Report to die Chief Executive Officer as a member 
of the senior management team. 

M .Responsible for formulating the company's financial 

■ '"strategy and presentingit for BoardapprovaL- -i - - 

■ Implement the financial strategy and manage 
relationships with Slovak and international banks. 

M Responsible for treasury, accounting and 
financial control. 


Hie Requirements 

■ Demonstrable track tecord of planning and 
implementing financial strategies. 

■ Well experienced In accounting and financial 
- a»nrol, preferably in industry^ and familiar -- 

'with interna tfonal accounting standards. 

■ In addition to English must speak Slovak -or 
a closely related language. 

■ Two to three year contract 


Please send your CV with current salary details to: 
Patrick Alexander, K/F Selection, 252 Regent Street, 
London W1R 6HL, quoting ref: 90653A/04. 


& 


Alternatively send by fax on 0171-312 3380 
or by e-mail to kfs-kmdon®komfmy xnm 
Internet Home Page httpj/www Jcfseleetion-com 


K/F SELECTION 


A DIVISION OF KORN/FERKY INTERNATIONAL 


FINANCIAL TUffiS 


ks Echos 


Z^Qwrii&wAnSfiwiawte 

The FT sin help you read! nJ diti o nx I twangs* readers in Frame. link wr* *e Frcxch btisiftsB aru-jpaper. Lc« EUxb, 
gives juju » unique nsaolmett ahwtiriag opportunity u capmliK as Ux? FTs European nsteerelup and ® further tai^ ttie horincM 
world. Fur mftxmnkm an catw and funlw deoils ptera leh-phcmc: Karl Lnrntan on +44 0171 S73 3SW 


International Energy Trade 

- Based Germany - 



— — — » wiki ui vrouKuiy o Kuuu»L tHKHuy supply companies — 
the opportunrtres fob gives nse to. In order to further extend his leading market position within Europe as wsfl as to 
^wjucts. As part of foe measures to promote further expansion of his tracSng adttvites, suitable candidates are i 


' markets are now posed to face radical changes, 
j to choose between energy suppliers who freely 
' — ~ r ~- ■ — — ‘Tr — :*-■• “ »~w»<uai tor the electricity trade, which structure-wise will be 

** commcxRy future markets, lo. in future embracing alongside physical tradng also trading with 

derivatives . Ois c flant - with mqra than 23.000 employees s one of Germany’s largest energy supply companies - wishes to make active use of 
Ihe opportunities this gives rise to. In order to further extend his learfino market notation within Fumna » imn ^ ^ be able to offer his customers 

i now sought to HI the following 

DERIVATIVE TRADER 

- Ftn a nc iala/ Non-F Inancials — 

Initially your tasks wN be to assist in expanding the energy trade 
sector. Following tram this, you win be involved In developing and 
implementing trade strategies through the negotiation and conduskm 
of bilateral and institutional commercial transactions through the 
purchase/sale of electrical work and securing of prices on electrical 
work as wefl as In price coortfination and product development. 

Your qualification profile should indude the following: 

□ Creativity, capacity tor analytical Writing, readiness to make 
decisions and persuasiveness 

□ Many years of experience in commodly futures trading (preferably 
In foe anergysector) or trading In financial derivatives (stock 
exchange or GTC/toterbankfng market) 

O Knowledge in sectors of fundamental and technical analysis, 
portfolio management, risk management and Ihe oofrospondfoa IT . 
applications 

□ ftxwvladge of foe German language Is advantageous but not 
essential providing the warngness to learn exists 

Box No.: tre 12211 F 

RISK MANAGER 

Vbu are responsible for developing, setting up and Implementing 
structures for risk mangement as well as introducing corresponcting 
software. This indudes foe enalysfe, control and monitoring of 
incoming risks predommently in the etecridty trarflna sector as 

rannrtinn ulHhfri tha inmaum* nf tha iwumamA, ikb 


QUANTITATIVE ANALYSTS 


Your main area of responsibility will be analysing and evaluating 
derivatives. Over and above this, you wilt also be Involved in product 
development, producing analyses, market models aid price 
doing so, you wfll assist foe development of special IT 

Your qu^fication profile should Include foe following: 

n a^ytica! thinking and the ability to convey 


wffoln foe framework of the company’s^risk management 
will be assisted In your endeavours by an intendisapenary 


2 Sg?g!!P. of ..f e ™[* c ». w Mathematics, preferably with doctorate 
° i£?I' tedse ** 31x1 mathematical models for structuring 

foe processes within the energy trade ^ 

□ Practical experience In foe application of option pricing models 
° ^SSy^ 0 C llS SS,OnaJ experience 35 3,1 smaJyKeafly fo ml 

□ Knowledge of foe German language is advantageous but not 
essantiaiprovfding the willingness to team exists 

Bax No.: tre 12215 F 

FINANCIAL ENGINEER 

Vbur task profile wiB involve the dissecting of complex contracts 

^ fr ° m structuring ot 

*1® v ? ua, *?2 01 ena, vy derivatives (in partiajlar 
Q^oreJ_M wcjl as rea! options (Power Station end Sales Ftostttons) 
Fuj^rmOT^developmant and application of methods for producing 

Ybur qualification profile should include the following: 

a 31x1 nrathematieal models for the 

° StaS 100 n ^ valuaflon ^ oowoy derivatives (in particular 


,0 

SXfSJSi appllcatk3n 01 and/or energy 


je of the German 

providing the wi 


poDdes. 
team. 

Ybur qualification pnafle should indude the following: 

□ Persuasiveness, ability to cooperate and a capacity for analytical 
thinking 

O Marry years of professional experience In risk management, 
preferably to foe energy bade 

□ Experience fri dealing with derivatives, ideally as a former trader 

□ Practical experience with modem computeMtided procedures for 
measuring and evaluating risks as wed as corresponding 
controlling techniques 

□ Knowledge of (he German language is advantageous but not 
essential providing ttw wn&ignass to team exists 

Box No.: cfe 12218 F 

On offer is a challenging and responsible task profSe with a saiary e 
a hfoly motivated, young International team, then we look forward to i 
to nfi these posts: Baumgartner ft Partner Personatoeratung ~ 
gartner.net Please quote the box number of the position you are i 

Baumgartner# Partner 


to1«S,SS" a080US hu ' no ’ 

Box No.: cfs 12217 F 
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Dublin 


£ExceptionaI 


Our client, a recently established 
private equity fund, has a clear aim of 
becoming a market leader in Irish 
yenture capital ardes, concentrating ife 
investment activity on specific high 
growth sectors. Its goal is to achieve 
superior investment returns for 
shareholders, by improving the value 
of mvestee companies over a five year 
period and realising capital gains 
through eventual flotations or trade 
sales. 


deal at the most senior levels across a 
range of- industries. In particular, 
applicants should possess strong 
financial modelling skills in addition to 
strategic,, commercial .and 
entrepreneurial acumen: 


It is li&fy that the successful applicant 


will exhibit one or more 'of the 
following backgrounds: 


Having recently raised £15 milli on, 
there now exists an opportunity for a 
«*Shly proactive individual to assume a 
role encompassing: 


► the identification and evaluation of 
potential transactions; . 

• the structuring^ negotiation and 
execution of approved investments; 
and 

► the management of investee 
companies including all aspects of 
the &dt process. 


• corporate financier (ACA/MBA/ 
lawyer/ graduate) with at least five 
years' relevant transaction 
_ experience; or 

•private equity /venture capital 
specialist seeking a new challenge; 
or 

•strategic/managezhent consultant 
who has experience in corporate 
finance from a leading consulting 
firm; or 

•business development professional 
with experience of mergers/ 
.acquisitions and business st rategy. 


Candidates should possess excellent 
academic credentials, strong 
interpersonal skills and the ability to 


The remuneration package is designed 
to attract individuals of the highest 
calibre and will indude a company car 
and pe r formance related bonus. 


interested applicants should forward a CV, in the strictest confidence, to our re tained 
consultants Brian H a mill or Robert Walker (London) or David Fahy (Dublin), at . 
Walker H ami ll Executive Selection, quoting reference BH5077L * 


State oil company 


Excellent package 




74 Commercial Manager 


SSastV-v -v 




DSfPC ( Irish National Petroleum Corporation Limited) is a state owned Group of 
companies which operates commercially in open markets. It buys over 3 million tonnes of crude oil 
per year using sophisticated price risk management techniques and sells. the petroleum products, 
which it refines from die crude, into the Irish market and to international customers in Europe and 
North America. The Group charters about 60 ships and loads or discharges some 700 ships per year 
at its refinery. In addition it owns and operates a 1,000,000 tonne otf .transshipment facility which 
is capable of handling vessels up to 320,000 tonnes dwL The Group now wishes-to recruit -ati 
experienced commensal head of function with the. competence and courage to help this vibrant oil 
company achieve its ambitions to grow and develop; r eporting to die Chief Executive and a key 
member of die top management team. 



’■apply 

„ - ‘career -repotabon tor acJiiCT 

corporate development of The Group * Enterpris ing comirasaal mind- business i 

* Cwaato and <<flBfKwm m ni i nnntinn« * People management - team player / leader 

with customer, supplier and industry groups * Crnimna raiai, Im^fe.iiii^etiiiamm nQinitnr 


Excellent lemnnezatian and benriits package on offer for dus position 


(NFC is an equal oppor t uni ties employer ' 


Barry Herriott 


Search & Selection 


Please write -in confidence- and endose a full c.v.to: 

Barry Heniott, Management Consultant, 

Whitsbed Road, Graystoues, Go. Wicklow, Ireland 1 . 
Tclfcoc : Cnfl Jgcaw code ♦) JS 3 1 287 ZM 9 



European Investment Bank 

v/ A career in the heart of Europe 

$ jm - 


r i 


The EIB, the financing institution of the European Union, is currently, seeking for its Cracfit Risk 
Department at Hs headquarters in Luxembourg a (m/f) 



Quantitative Credit Analyst 


for the measurement of the credit exposure to derivatives 




ITVI \ 


mi**#}*-?' 

+1H 



Dufies: As a member of a team, the successful candidate will: □ strengths the control of the credit 
risk exposure by the follow-up of the credit aspect of financial transactions; □ evaluate the entire, 
derivatives portfolio and supervise its collaterdiSation;D develop models for credit rislc quantification. - 

Qualifications: □ good university degree with an excellent science/ mathematics background; 
□ knowledge of the derivatives markets and hands-on experience in the valuation of structured 
dertvaHveTc) good knowledge of IT tools end programming skills; □. proven interpersonal 
communication skids and the ability to communicate effectively with laypersons. 


r-V-.—v' ( - 


LaiMuagen Excellent knowledge of English or French and a good command of the other is 
essential. Knowledge of other Community languages would be an advantage. 



The EIB offers attractive terms of employment arid salary with a wide range of welfare benefits. 
Applications from women would be particularly welcome. . - 

Applicants, who must be nationals of a Member Country of the European Union, are 

invited to send their curriculum vitae, either in English or French, -together with a letter and 
photograph, quoting the appropriate reference, to: . 

EUROPEAN INVESTMENT BANK, Recruitment Division, (Ref.: CR 9801 ) 

L -2950 LUXEMBOURG. Fax: + 352 4379 2545 . 


-*-s 





»;>« 
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iicaHons will be treated in the strictest confidence and will not be returned. General information' 
iuf the EIB can be found on the Internet (http://www.eib.org). 


A. leading packaging, company iriEuiof^ ^wittr 
goals, is looking tor v 

We are a waiter driven, global, fast,developing and awing pteye.r, vpi.oyif $1^2 
turnover. The pereonal assistant to tttfCHfef BrecuWe. 

STs ' supports the' Executive Committee team needs, sorts, out; pwaftes, 
■SSb' £ tnaintarns day to day *$£ and meeting arengeroents,- 
^wTrLites with top customers, investors, analyse, .Worsts. , - = 

S3 Ability in working hours, seif cotfdebteand intematrcnal e^ience. 

Ttemrictocatian is Amsten%TwAna|irac^ :| 

information and.eiqaliiatipft:3^^ V r - 


JSL 

les Echos 


TbcFTcen hdpyoo 

i e i fh «Vfjrinnil huiewf 
reatesluFrtnce. Our 
Hnkwi* the Ftendi 
jeniewc UWIp^B; T K. 

Echos, give* you * 

. nniqir ncnttecot 
advertising opportunity 
10 capitalise on the FTs 

Fim ymi n a ii m liip «mt 

u> forthc taqpi the 
Preach business world. 
Foe iriXiurtum oq rates 
*j*L farther details please 
telephone: 

Karl Loywoc on 

’ +44 171 X94 


1! 



ill 

mail 

les Echos 


(cQaeiefawe 
The FT can help 


you reach 
additional business 
readers in France. 
Our link with the 
French business 
newspaper, Les 
Echos, gives you a 
unique recnatment 
advertising 
opportunity to 
capitaKse on the 
FTs European 
readership and to 
further target the 
French business 
world. 

For information on 
rates and further 
details please 
telephone: 

Karl Loymon on 
+44 171 873 3694 



to BH. iTnjf&ution Rntmdke do I Union aump fain e a &6 ertte dans I* cadrs du Trails de Rome 
pour facilher le fnanament d'inves&iefnents a moyen et 6- long forme at contribute ou 
dfiveloppentent eqi&B da I'Unton eutopfome, recherche oduefiemsnt pour so D irecti on das 
ms FUnion awoptenne, 6 son siege □ Luxembourg un (m/fi 


Specialiste du financement 

a moyen et a long terme 


t upcns a MRiB membre d'une iquipe, et ogissonJ salon les directives du chef de division 
raspamable, it/e8e o um notammail a: □ proe6der 6 [^valuation des risques, I 'analyse et 
Pevduaiian d» nssiAots, d» la situation finandere, des perspectives et des dechians 
dTriveritssemant d’entnmrises. banquet et coflechvitfo; □ assurer b nkgocbtbn et b definition des 
conditions de pret et de structures de surety O contribuer au d&vek^pement des adiviles de la 
Banque; □assurer b sum financier d'emprunteurs riguhers. 

QuaBSoatioas: □ etudes umvenitoins en finance/bconanb; □ expir i enoB prafessbnneHe d’au 
morns quatre annees, acquise au sain d'une banque, d'une institution nnancflfB ou d'un 
department Financier et poriant sur I'eMomen et b realisation d' up k mli o ni de finoncement 6 moyen 
et d long terme; □ une exceflente comousance du framfais et une bonne nxatrrie de I'ongfa i s 
sont indispensable*. La c o nnoiss an ce d'autres longues communautaires comtituerart un ovantoge. 
Competence*: □ aptitude a porter des jugements qualitatifi sur bs risque* de credit et les 
garanlies; D a ptit ude ^preuvAe aux contact s avec les clients et ri b n egoctation de con trots; 
□ exceflente eo pnrite 0 rarfiger de maniere daire et concise des rapp or ts et leconvnancJohons de 
nature fbancitot; □ connoissance des outils quontitotib et tnformatiques. 


d’avantages soebux. Les candidatures Mmbines sont vivement encourogtes. 

Les candidate sont invites 6 adresser leur curriculum vitae d&toifle, en franqris ou en anglais, 
occompagrte d'une ieftre de moiivatian portrait mention do la roferenco, unsi quo d’une 
p lwtagrophie. 6 b: 

BANQUE EUBOPEENNE D 7 NVESTISSEMENT, Division Rocruttmont (Rof^ PM 9802 ) 
100 , boulevard Konrad Adenauor, L -2950 LUXEMBOURG. 

Fax: + 352 4379 - 2545 . 

Les candidatures seront Iru ite ts avec b t&crbbn de rigueur et no seront pos restituees. 
Des rensmgnemente gteneraux concemantb BB sont (fisponibbs sur internet (http: //www eib.org] 
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International Managing 


The CeucfweU Group 
of Companies 


Director 


United 

Kingdom 


The CaudweU Group is a rapid growth environment now comprising 13 companies in five countries, operating 
In the Mobile Telecoms Services and Distributions industry The company^ ambition and achievement is 
characterised by its phenomenal growth, with turnover increasing from £1 million to £350 million in eight years. 
And, with a forecast in excess of £2 billion by 2007, this will position the Group as a leading global distributor. 


The role requires an outstanding individual to either develop an existing overseas business or to establish a 
new business unit. Responsible to die main board, the position will inevitably involve an overseas position, 
making location flexibility essential. 


£100,000 


50% bonus 


Executive 

Benefits 


The successful candidate must: 

• possess a highly commercial outlook with comprehensive financial knowledge; 

• be experienced at Managing Director level; 

• have a proven track record is successful P&L management; 

• enjoy making tough strategic decisions in a high pressure environment; 

• thrive in an autonomous culture; 

• have the ambition to succeed within a progressive group; and. 

• possess a dear idea of how best to lead and motivate a dynamic team. 


Interested applicants are invited to forward a brief resume storing current salary details and highlighting key 
achievements to: 


9i-T cper.ilc. 

in i. ppcrturi'.iv. 
?ol-cy 


jane Vernon, The Caudwell Group. Minton HolUns Building, Shelton Old Road. Stoke-on-Trent, Staffordshire, 
ST4 7RY. Fax: +44 (0) 1782 600609. RefcFT3 


Closing date: 20 November 1998 


CJA 


RECRUITMENT CONSULTANTS GROUP 


2 London Wall Buildings, London Wall, London EC2M 5UX 
Tel: 0171-588 3588 or 0171-583 3576 

Fax: 0171-256 8501 E mail: cjagroupEOnline.rednet.co.uk 


Career opportunity wortring with traders at the leading edge.Your input wfll have a direct impact on performance. 

TRADING SYSTEMS SUPPORT - UNIX/C++ 

Software development for statistical/econometric modelling 



„ — APPOINTMENTS 


BANHNGWmi LANGUAGES 


: - ; SEITLHtfEHTS SPECIALIST . 

; &32K 4 Bets -Road German 
lag* EnagfQx-tedg German jpeaWngSeUJemaXsSpedaSs for 
teTnpgyOxattxay Sefflcments Team. B esponstafflfes Indude 
oeenedng: settlemsu aod recondSafom and da rt opmen t of 
TntenaigpQrtfciggstelM to captraeandamocnate bate tiytf data, 
fou withe apaduate w8h nm.2 yean experience kJ baocU or 
comnwBjr dedvathes and strong PC and qfstsns tO*. 

i'7 CORPORATE FINANCIERS 

- iflaak European Lmgmge~ SAAB + Sots 
Our < 5 ed oitfo as OK oT Europe's lera&tg bwestmed Bods. 
Qvdniidffereitiit 16 a sertor Jevd far axfividu^s who raeaUeTo 
ri mw twteitf a tigUf snrassfii career wabfai Craposate or 
^metared Flnabce. Hbowfl hare exceplinnal htepeteonal A 9 s 
HA idolybe UBAcr ACAqUdfied. 

J PRIVATE BANKER 

Rueti Arabic or TbrkMi - SExc + Bairn 
Leaofog Bmodal fafl mfla i kseetes iwtt apeoenced Hhale 
BtedteswifalBUnd mln.SjieBSCunenteqwrenceb maaghg 
jmttkiirntr' pn fietei of and fdatkxatqs with hjgb net waft 
Iraflrid u ab&ranfteMdtfoEagatoTiflby 

ASSETMANAGEMHVT WUH GERMAN 

.- •' rf;: • ,aS#K+&w 

5 eflotttne^erieqAedib nenee find maagemeal opoaftxs 
anddetf Mdrrilfti tigtyinumKd emironnwa. Rdevart 
ladp—teteML 
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THRU- KINGS CO l RT. 1 JG TJ.El'f STREET EC U JDQ 
Tel: 0171 5*3 U13U lux: 0171 5$3 TSOO 
f-mail: «‘):T>>ankin^ dial.pipcx.rvn 
V i-.il our 'ATbsile: Mwv.eurolondon.coiu 


FOREIGN 
EXCHANGE 
BROKERS- 
' EXPERIENCE 
NECESSARY. 
PLEASE FAX LETTER 
AND RESUME TO 
1-312-374-2458 


SHuaHons 

Vacant. 


PHARMACEUTICAL & 
TECHNOLOGY/MEDIA/TELECOMS 

Research Analysts - Asset Management 
London Based 


Our client Is a major asset 
management company with over 
SlOOtm under m ana geme nt and 
offices In the financial 

c e ntre s . Hie company is 
enhancing Its capability to 
capitalise on strong growth 
potential In its core businesses 
and recognises the need to 
develop a highly focussed, global 
research team to achieve this. 


The research analysts, who win 
be sector specialists, will 
initially cover Continental 
Europe and the UK and will be 
ideally positioned to influence 
investment dectefoos. 


Key responsibilities 
win todudo 


You must be able to assimilate 
large quantities oi financial and 
technical data and apply strong 
financial analysis skills to 
accurately forecast and value 
companies within your specific 
sectorCs). 

To be considered as a candidate 
you must have:- 

• 5 years experience gained 
within the pharmaceutical 
or techno! ogy/medW 
telecommunications sectors, 
Envesfanent banking, asset 
management or consulting 

• excellent academic 

credentials 


ta-depth analysis of 
companies 

developing valuation models 
participating In investment 
decisions ou stocks 


• a strategic appreciation of 
the dynamics oi your 
Industry sector and the 
Bwmrbi markets 


contributing to the manage- 
ment and development oi the 
research product 


This Is an exceDenl opportunity 

to joto a leading Ann hi this field 
and to contribute to the 
development of a global team. 
Compensation will reflect 
contribution to the business. 


LONDON BASE SALARY £40,000 - £70,000 + BONUS 

FAST GROWING LONDON BUSINESS OF A PRESTIGIOUS US INVESTMENT FIRM 

Due to our clients expan efing workload and the development of new trading systems we invite applications from 
candidates, who are likely to be graduates, who must have had at least three years’ computing background including at least 
one years’ programming exposure (C/C++, Unix). This experience will have been gained In a last-moving environment, 
possibly within the financial sector. Knowledge of stadstics/econometncs whilst desirable, is by no means essential. 
Reporting to the Head of Research you will be responsible for assisting with developing software and maintaining a 
database to support existing trading systems. Important qualities are flexibility, good communication skills, to be 
detail-orientated and an effective team player. Applications in strict confidence, quoting reference TS580 1 5/FT 
will be forwarded to our client in the first instance. If there are companies to whom you do not wish your 
application to be sent, these should be listed in a covering letter addressed to the Security Manager, CJRA. 
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luteiuted mnitMlrn iftnoW write is 

XI Cooria Laos, Lmdoa EC 4 (t STE «r i&trativtfy lax yw detifl»tK 
0171 489 1131 or EnD ■tep hq rafetepheufccp a fc 


STEPHENS 


BjuYrtin : ; & Firaiicv 
ApiXHiitnents 


For nioru inlomtrtioii 
pJfLTcx! call: 

T*l -04 171 S 73 4152 
r.ii: 171 67 -> 4331 



TV FT i 


nrapqn. you a nu{ne we rta te* adoqMloc npponadiy raentafoe w^eFT, 

Esrapeu mdenlnp and m farther cujtt ihe Rnacfa buHde« world. Fbr mfonBUkw iw cwa. mi (WlL 
delaih (lews iclcplmw- k«rt Loviitwi «■ ai 7 X S 73 MU 
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al Ennis 
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a 
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Sadler's Wells # 
Financial Controller 

Sacfler’B Wells has been a well loved feature of London’s theatrical IKe for over 300 years, offering the 
finest dance, opera and modem music theatre. The theatre bee recently reopened to Bowing a £38 mflHon 
redevelopment project and provides a premier stage for the very best International and British tnwti% companies. 


Central London 

As part of the senior management team, reporting to 

the Chief Executive, the financial Controller has a 

central role to play in the continued success of 

Sadler’s Wells and the Peacock Theatres. 

The main responsibilities of this toy post are: 

♦ Managing the finance function on a day-today 
basis taking an active role in the development 
of staff. 

♦ Providing financial input on all strategic and 
tactical issues affecting Sadler’s Wells. 

♦ Preparing high quality financial Information 
including statutory reporting, monthly management 
accounts and business reviews. 

♦ Maintaining and developing the management 
information systems. 


£40,000 


The successful candidate will be a qualified 
accountant with at teas t three years post qualification 
experience and a proven track record at 
management level. 

Excellent interpersonal skills and the ability to 
manage people effectively are essential, as is a 
hands-on approach. Good systems skills would 
be an advantage. 

interested candidates should write, enclosing their 
CV and details of current package, to Matthew Morris 
at Michael Page Finance, Page House, 39-41 Parker 
Street. London WC2B 5LN. Fax: 0171 831 6293. 
e-mail: matthewmorris@michaelpage.com 
Please quote reference 463614. 

Sadler’s Wells is committed to equal opportunities. 


M ichael Page 


FINANCE 
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investor tv raarta 


Enfield 


Lombard 

Direct 


,♦ 



to £40,000 + Car 


Lombard, part of the NatWest Group, to the largest finance house In tbe UK, providing finance to the personal, 
business and motor market wtth customer balances of over £13 MHon and annual profits of approximately 
£200 mOBon. Lombard Direct specialises in providing direct personal financial services and has attracted over a 
quarter of a mOQon customers since Its inception in 1996. Doe to continued expansion two now opport u nities have 
been created which wlH report to the Head of Finance. 


Controller 

Planning and Management Accounts 

♦ Development of processes and systems including 
activity based costing and planning modelling. 

♦ Input to new product initiatives. 

♦ Production of monthly management information and 
quarterly reporting. 

♦ Coordination and development of the annual planning 
process. 

♦ Responsibility for four accountants. Ref 45280 


New Product Controller 

♦ Working with protect teams to determine financial and 
control requirements. 

♦ Development of financial reporting and control for new 
products including joint ventures. 

♦ Integration of new product reporting Into existing 
processes. 

♦ Liaison across business functions on new product 
launches. 

♦ Close liaison with financial and management reporting 

teams. Ref 464815 


The successful candidates are likely to be pro-active qualified accountants with the ability to work on .their own initiative. 
Adaptability, creativity and an ability to work across business functions are essential. The Controller, Banning & MA 
must be able to demonstrate proven man-management stalls. . 

If you have the abHIty to contribute to tbe continued success of Lombard Direct, please send yourCV-to Nicky Binning at 
Michael Page finance. Centurion House, 136-142 London Road. St Albans, Hertfordshire All ISA, telephone 01727 
865813, fax 01727 841616 or email: nidqrbinnlng@mlchaelpage.com, Lombard Is an Equal Opportunities Employer. 


Michael Page 
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the Institute 
(III of Management 


Director of Finance 


of activity. The Institute ta currently undergoing a process of cuttund and structural change to ensure that It serves 
tbe needs erf its 84,000 members and those of the YjUtrMsriagemaBt community, both now and in the future 

Corby c £60,000 + Car + Relocation 


Corby c 

Reporting to the Director General, the Director of 
Finance will play a critical role in the continued success 
of the Institute. As a key agent of change, the 
Incumbent will be responsible for ensuring the adoption 
of best business practice in ail areas of accounting, 
information systems, human resources and facilities 
management Specific responsfoilities include: 

♦ Developing and implementing the Institute's 
financial strategy. In addition to influencing the 
overall strategy of the organisation as a member of 
the Management Committee. 

♦ Improving business results through internal 
consultancy, performance audit and quality standards. 

♦ Improving information and communication 
management systems and technology which support 
the Institute’s planning and operations. 


Candidates will be graduate qualified accountants 
with a proven track record at senior level gained 
within a customer orientated, quality driven, service 
environment- Essential personal qualities will 
include strong communication and influencing skills, a 
mature style In problem solving, commercial acumen 
and dartty of strategic vision with the energy to 
translate vision into reality. Whilst based at the 
Institute's offices near Corby, the individual will be 
expected to operate on occasion at Its central 
London office. 

interested candidates should write, enclosing their CV 
and details of current package, to Gary Watson or 
Stephen Rutherford at Michael Page finance, -Page 
House, 39-41 Parker Street. London WC28 5LN. 

Fax: 0171 831 6293, Please quote reference 4S36S1. 

email: stephenrutherford@rnfcheelpa0S.com 


Michael Page 
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Thomas 

CooK 


Strategy Development 
Manager 

London, W1 Excellent Package 

Are you one of the 20 million people reading this advert who 
have used Thomas Cook's services this year? 


If so. you may know that the Group offers a wide range of 
travel and financial products and services to both 
consumers ^id business customers. 

Over the past few years, the Group has been bufkfing on 
its product range and now has a dynamic mix of mature 
and emarglng businesses with global reach. TWo of the 
most recent developments have been the launch of a new 
business. Global Services, aid the strengthening of the 
Group’s position In the UK travel market by the acquisition 
of Sunworid and Flying Colours. 

These achievements represent a strong and exciting 
platform for the Mure development at tbe Group, in 
recognising this, a new role has been created In the Group 
strategy team to deliver strategic solutions. 

Working in conjunction with the Head of Group Strategy 
and the Managing Director of Corporate Development, this 
■Ole win have a wide and varied brief encompassing the 
following- -.- '. 

♦ Significant contribution w the definition c^the Group's 
long term direction. 


♦ Specific responsibly for managing projects to address 
key strategic issues. 

♦ Introducing planning and measurement tools to inwove 
the plowing process. 

♦ Proactively assessing Ideas to Identity opportunities and 
their fit wtth strategic priorities. 

This key role requires an ambitious, solution driven 
individual with a recognised business qualification, 
combined wtth commercial strategic experience. 

Recognised as a senior Influence* In your current 
organisation, you will have an enquiring approach, be 
capable of assimilating a wkle range of taformatton and 
distilling the critical Issues. You will also possess the drive 
and determination to ensure that The Thomas Cook Group 
remains a global market leader. 
tf you feel you could add value within tWa exciting role, 
please contact our retained consultants Neff Murphy or 
Laurence PengeUy quoting reference number 463564 at 
Michael Page finance'. Page House. 3941 Parker Sheet, 
London VHC2B 5LN. Telephone 0171 269 2335, fax 0171 . 
242 1020 or email: netanur^iy@rnlchaefoage.oom 


Michad Page 
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Corporate Finance 


London 

3i Corporate Finance is 3i's corporate finance 
advlsoiy division, whose mission is to add value 
to 3i’s Investment portfolio through deal creation 
initiatives and the quality of its advice to 3i’s 
investment division and investee companies. 

3i Corporate Finance is seeking to recruit an 
ambitious professional to join its London team. 

This is an exciting opportunity for a 
commercially astute Chartered Accountant or a 
candidate who has already obtained some 
corporate finance experience and is interested 
in furthering his or her career by joining 
Europe's leading venture capital company. 


You will be able to demonstrate: 


£ Excellent 

♦ Strong academic background, with a 2:1 
degree or better from a leading university. 

♦ Ability to liaise with entrepreneurial clients at 
a senior level. 

♦ Strong analytical, technical and 
communication skills. 

♦ Initiative, creativity and maturity. 

Interested candidates should contact Arabella 
Pack or Annabel Haywood at Michael Page City, 
50 Cannon Street, London EC4N 6JJ, fax 0171 
329 2986, telephone 0171 269 1867, 
quoting reference 463389. 
e-mail: arabellapack@mlchaeLpage.com 


Michael Page 


CITY 
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Manager, Internal Audit 6 n 
New Business Integration 

Career development opportunity with a rapidly 
growing international service group 

Netherlands/Germany Excellent Package -h 


Cteansway Europe is a highly acquisitive joint venture 
company of GKN pic and Brambles Industries of Australia. 
The group's activities Include household end Industrial 
waste collection, recycling and disposal and the provision 
of knovBttvB solutions for cHents’ waste management 
problems through operations in the UK. Germany and 
the Netherlands. The company has a turnover of 
approximately £500 million and has ambitious plans for 
further expansion. 

As a result of titis growth, the company Is seeking to 
appoint a Manager, Internal Audit and New Business 
Integration. Reporting to tha European Head of Audit and 
New Business Integration, initial responsfeMties win be 
focused mata-ity In Germany and the Netherlands, where 
you will menage and develop the audit team. ThlswfU 
Include planning and delivering the audit programme 
covering both the financial and operational aspects of 
Cteanawq/s business, assisting wtth new business 
Integration and reporting and communicating with senior . 
management and shareholders. 


Excellent Package ++ 

This Is an exciting opportunity to contrtoute to the 
development of the group. The opportunity should appeal 
to dynamic, achievement orientated Wtfrvfduefe seeking a 
mobile, hands-on management rote In an environment 
which offers real prospects for career progression. 

Fluent in German and English, you will be a qualified 
accountant with demonstrated experience In Internal audit 
(German and UK GAAP) and risk management and an 
appreciation of the realities of Integrating new businesses. 
Good communication and management skills together with 
the ability to relate aid work with management and staff 
across the entire organisation are essential. 

If you are interested fr? applying for this outstanding 
opportunity, please send e comprehensive curriculum 
vitae and accompanying tetter (In ErgHsh) to Erika N. 
Schaeffer MBA, Michael Page International, “World Trade 
Centra*. Stravinsky! aan 1057, 1077 Amsterawn, The 
Netherlands, telephone 31 20 5789444. Ref WES/54542, 
e-mail: BrikaschaeltarSSTiichBelpe^e.ccm 


Michael Page 


INTERNATIONAL 

wwwjnlchaelpaeg^ml? 

AnstraHa • China • France * Germany • Hoag Kong* Italy • Netherlands - New Zealand • Singapore •Spain • UK • U5A 


Add to your numbers. 


Junior Accountancy Appointments in the FT. 

Includes Bursars, Financial Managers, Financial Controllers and Financial Directors. 

For more information on advertising opportunities please call: Tel: +44 171 873 4006 Fax: +44 171 873 4331 
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Director of Treasury 
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Attractive Package 


now InnfcW b” rgvoliiriottifiei the cinema rndnstry in Earope. UCI has led this dndopmau and » 

““ I” “*r “ 


the position 

• Eason effective fending ^ toBBaaBniient 

are evaluated and implemented to facilhatc 
tnrther international growth and development 

- Dev»e and initiate systems and precedes ip optimise 
pomdonsover hnmu rate and foreign exchange eaposnre* 
and protea group profits. 

• Proactively support die group's international g«rp^; Wf . 
through providing funding and financing expertise, 
PartKaWy with regard to new territories and Wat 
ventures. 

• Maintain and dcvebp strong relationships with Kmfec and 
Mtteroal advisors dong with senior executives internal!?. 


QUALIFICATIONS 

• Graduate ACT/MBA, aged early to mid-30s with a 
breadth of treasury experience pined within g rowth 
orientated mte marirml borineraes 

• Strong team player with high levels of energy. Able to 
woric effectively an mahiple projects and undertake 
international travel where necessary; 

• Excellent HMipupt-wini 1 and presentation 
credible at board level and able to work effectively 
with third party advisors- 

■ A positive, hands^m a ppro a ch with a strong commercial 
focus and a desire to succeed within a dynamic and 
competitive business environment. 


Interested candidates should write, enclosing hill career and current salary details, to the advising consultants, 
Stephen Banks and Robert Berkeley, at Quctor International. 3 Burlington Gardens, WlX 1LE. 

nease quote reference 2548. Telephone 0171 292 8300, Fax 0171 287 5457. cxnl: Bsa«qiiestorinuoom 


QtJESTOR INTERNATIONAL 
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1 If backing 


HEAD OF FINANCE - OPERATIONS 

•. CONSUMER GOODS SECTOR - GLOBAL BRAND LEADER 


MIDLANDS 

• One of the most established and widely 
recognised global brand businesses with Group sales 
io excess of Jo4bilKoa The UK Division is recognised 
as market leader with sales. that exceed*! hflhon. 
Portfolio of high profile brands and culture of quality, 
consistency and innovation. . 

• Reporting to the UK Finance Director, this position 
is key in improving business performance through 
applying innovative financial planning and analysis, 
control and decision making support in line with value 
based management philosophies. 

• As a member of the Operations management team, 
key tasks are to provide financial l eadershi p; deliver 
regular financial reports on performance; provide 
value adding financial service across the business and 
ensure adequate measurements and controls are in 
place for inter-group sales. 


Please apply in writing quoting reference 1732 
with lull career and salary details <r> 

Toby tapapr-Norri* 

Whitehead Selection 

4 Tbe Courtyard. 707 Warwick Boad. Solibull B91 3DA 
TO: 0121 709 0009. Fax: 0121 709 0*79 
www.whirciicad9dccttofLco.iik • . 


c.£ 60,000 + BONUS + BENEFI TS 

• G r adua te and qualified Accountant with proven 
record of financial management and analysis with at 
least 2 years experience in a manufacturing industry. 
pr e fera bly, although not essentially from a Fast Moving 
Consumer Goods business. Proven track record of 
improving financial performance as pan of a function 
that is regarded as high profile and value adding. 

• Intellectual and technically strong yet commercial 
and pragmatic in application with maturity and 
credibility to command the respect of non-Fmandal 
Managers at all levels and create effective relationships 
throughout the business. 

• Tough, challenging and persuasive style with gra vitas 
and presence. Wefl developed interpersonal aod 
communication skills with a natural orientation to • 
customer service and delivering results through others. 

A proven leader and team builder with long term career 
aspirations for further openings in the UK and overseas. 


Whitehead 

SELECTION 


■ AitoMaoiX WtiucfacadMnQUiL 
a w htohiwi MmGCTprKCcan p aBy 


FINANCIAL MANAGEMENT 

Substantial salary and benefits package . Uxbridge 

“Senior executive role offering professional challenge 
and wide ranging responsibility ” 

What sets Anadaiko apart in the competitive oil exploration and production sector? 

Its not just that we are one of the largest independents, with over 700 minion barrels of proved r&setves. nor the fan that 
during 1997 we posted record levels of net income, cash flow and production volumes. The real differentiator Is our 
determination to maintain high levels of investment in the future. For example, over 750 wells were spudded tn 1997 and 
this year will see the company invest nearly S800m. 


In Algeria, our first field commenced production this 
summer and we are in the process of developing more 

than ten other discoveries. 

At ttvs exciting stage of our development we now seek to 
appoint a top ftaance professional, who wffl report cirectly to 
the Finance Manager for our Algerian project Operating as 
a key member of the management team you w® work 
closely wWi the Algerian National Oil company and co- 
venturers. The challenges tn this demanding role wiH be 
many and varied: tearing budget preparation and analysis; 
developing and presenting reports measuring profitabifaty 
and operating results and advising finance stall in the field 
on budgethg and reporting processes. 

A degreed and qualified Accountant, you will have gained 
significant financial management and commercial 
experience In ofl end gas accounting for international 
operations. We are looking for a confident, hands-on 
professional with good leadership and interpersonal skills 
and high levels of personal energy, drive and ambition. 


This individual wiH have the presence and maturity to 
quickly gain the respect of operations management JV 

partners and foreign oil company officials. French 
language skills would be an advantage. 

This is a unique opportunity for an outstanding finance 
professional to really get to the heart of a progressive and 
ambitious exploration and production project at a senior 
level. Career prospects are quite outstanding. 

To apply please write enclosing full career and current salary 
detais to our advising consultant. Mark Canton quoting ref. 
MD9Q94, at MacmBan Davies Modes, Salisbury House, 
Buecoats. Hertford SG14 1PU.Tet 01992 552552. Fax: 01 992 
509908 Emat cambam@mdhco.uk 

Also advertised on http- www.careermosaic-uk.co.uk 


^nadari^i 





Managing Director 


Aerospace Industry 


Bedfordshire 


to £60 f 000 + benefits 


Leading research and design consultancy, providing innovative 
engineering solutions to prestige clients In the aerospace industry. With 
its own airfield and aircraft, this unique organisation is certified to carry 
out design and engineering work on military and civil aircraft. 

The Candi da te: 


IheRolec 

• Full responsibility for fnandal and commercial 
matters including financial reporting, budgets and 
contract negotiations. 

• Produce management in form a tion and identify 
opportunities to maximise profitability and improve 
cost control 

• Wbrkdosefy with the Chairman, providing financial 
expertise and input into pricing policy btsiness 
planning and strategy 


Please write in confidence, wrath full career and current salary details, quoting reference SJW/2892 
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Finance Director 

Food Manufacturing 


Home Counties 

Our client, a subsidiary of a highly successful and 
expanding food group, is a major manufacturer of 
chilled and frozen customer branded products 
supplying the leading supermarket chains. Growth 
over recent years has been impressive with turnover 
-now exceeding £50 million achieved through 
innovation in New Product Development and 
product excellence. 

The}' now haw a requirement for an articulate, highly 
professional, clearly focused Finance Director to join 
their successful management team. Reporting to, and 
working closely with the Managing Directoc you will 
be responsible for the strategic and operational 
leadership of the Finance, IT and Purchasing 
functions. You will also be responsible for dev elopin g 
rigorous financial controls and reporting systems. 


c£60k + bonus + BMW 

together with the prepared chi of forecasts, budgets 
and financial and management accounts. 

Your ambition and enthusiasm will supplement first 
class communication skills, professionalism and 
integrity. Highly commercial adept and confident in 
managing change, you will be a qualified accountant 
with an exceptional record of achievement, ideally 
with a major household name in the food 
manufacturing sector: A 'hands on' team player with 
excellent leadership qualities, you will be computer 
literate and fully capable of maximising the benefits of 
IT systems. 

This is an excellent opportunity to develop with this 
well established company in a group which is poised 
for significant growth. 


To apply# please send your CV, in confidence, quoting reference number 7230, to: Stuart W J Adamson 
FCA at Adamson & Partners Ltd, 10 Lisbon Square, Leeds LSI 4LY. 

Tel No. +44(0)113 245 1212 Fax No. 444(0)113 242 0802. E-malt adamsorvsQadamsans.com 
Web site: http^/www.adamsonsxam 

Adamson & Partners 

INTERNATIONAL EXECUTIVE SEARCH & SELECTION 



■ Graduate calibre, qualified accountant with at least 
7 years PQE, gained within an engineering 
environment; ideally in the aerospace sector. 

• Flexible, hands-on approach, combining strong 
accounting expertise with a commercial perspective. 

• Self-starter with excellent presentation, negotiation 
and influencing skills. 


Odgers Executive Selection 
7 Qnofl Street. London W1Y 7FL 




!£* ****.•- ■ 
r:asra*r-. 



mj&*r** ! 

^2, 





Contribute, Influence 
and Succeed 

Finance Director 

(Thames Valley) 

Salary c.£50K + Substantial Benefits + Share Options 

A rapidly expanding and increasingly influential telecommunications company is currently 
recruiting fora high calibre Financial Director, wrth Ihe personal.*, skills and ambrton to 
moleh its own forward thinking. 

Reporting to the Managing Director, the ir.dMduol.will resume o key role on the 5enior 
Executive Management Team. 

This is = high profile role at the hreet of the Company whish offer s reol dtdlenge pn 
financial, commercial and operational functions. You will need to contribute strongly in a 
number of areas particularly with: 

• Providing strategic arid- operational support to the business 

• Developing, selling and implementing dynarmc growth plans 

• The substantial involvement in negotiating^commeraal contracts ' ' 

• Team building and motivating , , , . j. 

• The overall responsibility for oil IT related development and projects. 

The successful candidofe will be an ACA qualified. MBA graduate wHh a strong 
commercial trade record. 

V n hnd porfillent interpersonal and analytical skills, with experience of operating at a senior 
You wiD have company in which innovation is the norm. You will need to 

S t S nd»* -tod * »* W *-**■»■ , 

_ . lhr QlMSe senrf-your CV and covering letier e^lq^ 

Tessa Curtis, International Advertising Omited, . - 

W*"*^ 1 *, HP**"**. WD3 «B. 

INf ERhiATlbNAL AP/ERTI5ING ^__ 


JPL 

tes Echos 

LtQuoUkmdirEeoaamia 

The FT can help 
you reach 
additional business 
readers in France. 
Our link with the 
French business 
newspaper, Les 
Echos, gives you a 
unique recruitment 
advertising . 
opportunity to 
capitalise on the 
FTs European 
readership and to 
further target the 
French business 
• . world. 

For information on 
.rates and further 
details please 
telephone: 

Karl Loynton on 

+44 171 873 3694 



Financial Controller / Director 


C£40k + bonus + benefits 


Adare Printing Group pic is a fast growing public company that has grown from c.£3m 
to c.£160m in six years and is ambitious and acquisitive. Among the Group companies 
are: 






KALAMAZOO 




An opportunity exists for an acomplished ACA. ACCA or CIMA to lake the senior 
finance position in one of our subsidiaries based on the M25, leading to the role of 
Finance Director. The role embraces: 

•Financial and commercial advice to the board. 

■Management of the finance function. 

•Budgets, forecasts and detailed management accounts 

•Computer system development 

It is essential that you can make a significant strategic contribution to the growth of the 
business and can flourish in a fast-moving and dynamic environment where change is 
normal. 


Please send full CV including salary details to; The Secretary, Adare Printing 
Group PLC, Huguenot House, 35-38 St Stephen's Green, Dublin 2, Ireland 




Speculate and accumulate. 


Accountancy Appointments every Thursday in the FT. 

Includes Tax Specialists, Analysts and Finance Directors, 

For more information on advertising opportunities please call: 

Tel: 444 171 873 3351 Fax: +44 171 873 4331 
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IT Appointments 


INVESTMENT BANKING 


Interest Rate Products 
Project Manager 
To £80,000 + Benefits 

As uni- of l hi 1 mint pirvllttluliv im fitment bunking Krolip* u ilh 
<i iruk global prt'M.wr our rticni aJivdvv um-n lw pcrft* Hun 
Thor maikiis mar f.urpurdli' Bunking. Ailvhurv sen k«. 
hind Miinauonmi. Equities anil hvnl Imume 7tu.-v non wk 
Inn l*ni|crt MuridKi-n mih a prutvn lr« k m uni uf <Mivl-it in 
ihcdi'miiluf nuridts tSudpv. Bund Options, Equity i»r Intcmt 
Rulr-si \ihi mil Havr a numt-rui'- firvl iliwc til ur lirtltii unti 
hr uorkini; lur an mmliwni hank or Ciii 1 Mill" arc product 
supplier Yuur evprrirni e will inrludr. 0 ( ) ilrvelnpmcnti. 
WIVIV uvhm •kmy. package- impknu-nutiun skilh and mk 
manuni-irvnl pjrtmildrlv market nsk Iirsi rldss ml«- 

pLTv.iiidl -.kills are css-.-nual 


Global Equities 
Project Manager 
To £80,000-£l 00,000 + Exec Pkflfi 

As one ul the tmlv glihal iiHtMim-m tanks our Client is 
i-mhjrkiiiK on thr roll mui ul a Gluhal tinier Mdiugefm-n! 
s\sirm whn h will be an tnliijrJl p-m ul Us trailing strait*}- for 
the future this is a hmh profile uni) mission tniical position 
iihi.fr the surrcvsiul applicant mil he able to tirmunstrate a 
lirsi • Uss •K-aiieniii nM.nl with a prosrn track recunl in the 
Eqitiit Cash marfrts Viu mil hare a minimum of In vrars' 
r\pi;ntT> r dflivi-nm; maiur pn i|n l iless-lopimnls on time 
anil bii>ki--< fur trailing Cil\ mstiluiHins as a Prujecls Manager 
nr as a I'ruur.im Maiucer mth a vunMjllan>~v or nlahlishtsj 
sulittan- iiimpany \mi mil have ■■wllmi mler pcrvuuL 
muio.iimrul and iram building skills as wll as the al'ilil; 
suppurt and dcvrlup the relaimnship ssilh the business 
sponsors 


Quantitative Analyst 
Equity Research 
To £60,000 + Bonus 

Our Client is Ihc quanlilatoe rescan h Irani ithu suppof* tin. 
tquitt IH-nratives desk of a highls sumssltil turup'un 
banking group. In order in meei ihe nr"" ui)i ik-m.inils ul this 
thriving business they require tun quantitative an.ilvsis in 
rumpk-ment ihe trusting rspeilise within lh*- team lilealk \<m 
uill have a second decree tjn Msr ur Thru in a mathim-ilu ul 
<ir stienlilir divipline Currcnils sou mil In ixakuva in ih>- 
Ciiy markris and be able ikmumirarr a ihorongli 
km'm ledge ul Studustlr Calculus. Monu-t arto SimuUiiun anil 
Numeric Integration. Experniv v uf dernalivi-s pnung rising 
Hlai k-St holes. Martingale and Kinomial lrees is highli 
ilcsirable. A pn mu programming liu> kitrvunri m i C++ is 
essenUal as o lhc ability m «urk l**iih irvJrpi-ni|epil« or mihm 
a small -Irdiraicd team. 

Fund Management 
Project Manager 
To £55,000 -t Benefits Package 

Our Clienl is one uf Eunjpos leading unk-pendenl irui-.lnnii! 
houses Lips-raling tin a gk#stl lusis lor msliiulliuuL uluil an>l 
private invrsiors Thev nun require an espem-ni isl Phikti 
M anagerlu mirk on linmi uHm'- unlcr managi-mi-m p-riicmaiue 
medMiiemcnl amt risk anals-sis svsietmKespnnsihiliiirs mil 
inrlude planning, ilcvckiping ami impUini.siiing IF pn-jisis 
liaising inih futvi managers and < Irakis on ihi- <apahdiiiis ami 
impart of proposed sysiims ami mining tim*.- arvl quality 
performance ubjf.-clivts Idea lb uf gradual'- r alibre uni mil h.m- 
ih>- inlrrpmoiul skilb anil a pnmn iratk nYunl imriung imh 
an invirsimi-nl hank fund Manager ur I. imsullam >- ittutip 
Experitmie uf managing vrndur n Hals inships mih uiIIujii- 
suppliers and inlumulion prnvulers is lilghlv ili-.irabli 


for tunhir infurmatinn on ihrsu anil olhtr positions pleas'.' cuntad Rod illackenzie at Zarak 
Croup Technology on 0171 -5-25 3720. Fax on 0171 iJs 3721 101279 7256R3 evenings and 
tvei-kendsi or tvnlc lo 37 Sun Street. London EC2M 2PI. E-mail rodaiufkenzieSzaraUgroap^ani 
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Manchester 


Svdnev 


Toronto 


Vancouver 


Calsarv 


World-Class IT Consulting Opportunities: Banking Sector 


your financial markets experience 
being fully put into practice? Many City 
professionals with such niche market 
knowledge are either under-utilised in 
their current roles or have reached a 
plateau with their current firm, (f you 
are in this situation, whether you have 
consultancy expertise or not, you ought 
to be talking to our clients. We are 
McGregor Boyall Associates, one of the 
UK's leading IT selection consultancies 
specialising in the financial markets and 
consultancy sectors. We are currently 
working in partnership with some of 
the world's leading consultancies, 
technology vendors and financial 
markets institutions to ensure that they, 
and their clients, receive the expertise 
and service of the best consultancy 
specialists in the market. 


London & Western Europe 


Our clients demand combined expertise in consulting, financial markets and technology issues. The 
internationally and will give you access to woiking on multiple projects across several divisions. 


Managing Consultants 

Typically a senior manager within a financial 
institution or supplier to that sector, you work in 
a trading, risk management, operations or 
set tle m e nt s environment in a dedicated fT role or 
one with a significant U bias. Alternatively, you are a 
senior dient-faring individual with specialism in a 
particular business area such as risk management 
customer retationship management or straight- 
through-pmeesstng. Either way, your ability to lead 
and inspire both your diants and colleagues by 
using dear, persuasive communication skills 
separates you from your peers and will reward you 
with an opportunity to drive change within 
the finance sector. Ref; RGFT543 


With upwards of 5 years' exposure to flnandal 
markets, either with an end-user or supplier, you 
will already have managed IT projects covering 
tradings risk management, operations or 
settlements areas. You will have covered the full 
project Irfe-cyde and may have been exposed to 
structured methods such es PRINCE. Experience 
of managing the issues inherent in any change 
project are mandatory, as is the ability to 
communicate clearly to your client and your 
co-workers the benefits of your approach and 
methodology. Refc RGFT545 


McGregor ■ Boyall 


n mum tor your stems ana experience our cuems otter exceptional remuneration packages ana tast-tracK career progression, tor runner information about these or other rotas within consultancy, 
please contact Roger George on 0171 806 1420. Alternatively, send your CV, quoting the relevant reference number, to McGregor Boyall Associates, 114 Middlesex Street, London El 7JH. Fax: 0171 247 7475. 
Emait rgaorge@mcgregorboyall.com 


www.mcgregor-boyall.com/consulting 



SWAPS/ACCOUNTING 
£35K - £55K + BONUS 

Premier U2>. Investment Bank seek a high calibre Business 
Analyst for their Fixed Income capital Markets group. Your 
remit nil! include liaison with new business groups to 
define accounting requirements, identify and resolve 
analysis issues and assisting the development team during 
rhe design and construction phases. The successful 
candidate will hare a strong academic background, analysis 
and testing skills, systems development experience and 
preferably accounting or SWAPS product knowledge. 
Outstanding career and financial reward*. 

C++/STOCHASTIC METHODS 
£40K - £60K+ BONUS 

Pre-eminent European Derivatives House seeks a Financial 
Engineer for their Front Office Trading team. Working 
doselv with quantitative analysts you will help build 
analytics libraries for the FX, Options Group. Successful 
candidates will have strong t>+ programming skills, 
excellent numerical skills and a good understanding of 
capiiul markets. The role is challenging, exciting and 
extremely rewarding. High calibre candidates with a sound 
academic background need only apply. 

VISUAL BASIC/FIXED INCOME 

&35K-S50K 

Leading Investment Bank seeks a Rapid Application 
Developer to work in their Global Fixed Income Group. 
Providing tactical development for Tradeis, you will be 
expected to deliver ob|ect orientated tools with an 
emphasis on long-term usabiliry. You must have a minimum 
of two years experience of Global Markets, particularly 
Fixed Income and obiect orientated development 
techniques. You must be prepared to work in a 
dynamic, high pressure environment, unsupervised 
yet acting as a ream player. High calibre candidates 
with a strong academic background need only apply. 


C++/FEXED INCOME 
fii5K-£70K + BONUS 

Fixed Income Derivatives Group of this Global U.S. 
Investment Bank seek a highly qualified Financial Engineer. 
Developing and supporting the Derivatives system you will 
work closely with the quantitative team to implement 
models and reengineer prototypes. A strong numerical 
background Is essential, coupled with financial markets 
knowledge and a minimum of two years C++ programming 
expertise. An outstanding career opportunity. 

QUANTITATIVE ANALYST 
£40K-£50K + BONUS 

Premier European Derivatives House seeks j junior 
Quantitative Analyst to join iheir OTC options team. Initial 
duties will include research analysis, mathematical 
modelling and verification of option pricing model*. The 
successful candidate will hare an impeccable academic 
background to include a numerical based PhD and have 
strong communication skills coupled with an enthusiasm 
for the financial markets business. A challenging and 
rewarding career move. 

BUSINESS ANALYST 
£40K - £55K 

World leading Investment Bank has an opportunity for a 
Business Analyst to work in their Technical Support Group. 
The successful candidate w ill work on a wide variery of 
projects Including redesign of the middle office systems 
and improving the consolidated view of From 'office 
positions for P&L and risk management purposes. Proven 
protect management skills, through business analysis, 
development and testing, to sign off and roll out are 
essential, coupled with excellent communkaition and 
presentation skills ui order to liaise w ith users, IT and 
senior management Candidates with a strong 
academic record wishing to pursue a challenging 
career in IT and Project Management need only apply. 


IT Banking Opportunities 

Michael Page Technology specialises in the 
recruitment of IT professionals for the banking sector 


Analyst Programmer Technical Team Leader 

Equities Derivatives £45-55,000 + Bonis Credit Risk £3542,000 

Working within the Equity ff team on the development Working within Credit Risk on the development 

of the trading application for swaps, you will act as a and support of their strategic credit risk . 

server developer, requiring Sybase stored procedure monitoring system. You will oversee four analyst 

experience and a good working knowledge of Unix and programmers ideally requiring four years development 

Perl. Relevant banking experience is an advantage, experience of C/C++, Unix/Sybase, 

but not essential. Ref ADEDAP Ref 457468 

Object Database Developer Analyst Programmer 

Debt Products £50,000 + Bonus Fixed Income £30-50,000 

Pioneering the deployment of object databases. Working on systems used by the Market Collateral 

Initially as object caches, you will assist in the Operations group. You will be responsible for ongoing 

development of middleware ottfect caches. enhancement projects and application support. It is a 

Responsibilities include becoming an expert In the client-server application using Powertxilkler, Syba se 

design of the business objects. C++ and Sybase and Unix. Ref 456643 

background would be ideal. Java and 00 essential. 

Ref ADOODP 

Interested candidates should contact Anna lie Davies at Michael Page Technology, Page House 39-41 Parker Street 
London WC2B 5LN or telephone 0171 269 2350. fax 0171 831 7182 or email: ann ailed avle^®ml chaelpage.com ' 


The people the City turn to first. 


Many of 010 efforts also offer Contract opportumUn requiring the above skBs. 
arc are preferred suppliers to the top financial institutions. This Is a selection of current opportunities in the City. We have many more. 

Our consultants have an bvdeptti understandng of this market and haw it can work best for you. so please call Rati WBdns or Amanda Croesiand 
on 0171 287 2525 to dfecuss your opti o ns. ASsmadvety please send, tax or e-mafl your CV to us ac ARC Ffecrubrnent, 

15-18 New Burlington St London W1X IFF. Fax: 0171 287 S688. E-maL- arc@itjobs.cauk 



Programme Managers 

You will be working within a consultancy, 
technology vendor or a bank and will certainly 
have responsibility for managing significant 
projecTs/programmas concurrently. With 2-5 
years' experience as a Programme Manager 
across a range of business and IT 
project/programme areas, you will understand 
how a bank is organised, the products that are 
sold and major issues currently facing the sector. 
Whilst excellent leadership and management 
skills are imperative, it will be your ability to 
communicate and present ideas and issues to 
clients, peers and subordinates that will be of 
greatest long-term value. Refc RGFT544 


Michael Page 


7mm 




The FT IT 


Recruitment section 


is also available 


ail week on 


www.FT.com 


TECHNOLOGY 
FOr more jobs visit wwwmlchaefpe^Mr^ 

Australia • China • France ■ Germany • Hong Kong • Italy • Netherlands • New Zealand • Singapore • Spain - UK • USA 


Financial Times Surveys 

FT Director 

Friday November 20 


For further information please contact: 

Ben Bonney-James in London 
Tel: +44 171 873 4015 
Fax: +44 171 873 4331 
email: ben.bonney-james@FT.com 

FINANCIAL TIMES 

No FT, no comment. 
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your job spec 


www.capitatmarketscompany.com 



FINANCIAL ENGINEER 
Equity Derivatives 


Our client is one of Europe's most technically advanced investment banks with a global reputation for 
being a major force in the expansion of equities markets around the world. As a result of this expansion 
along with a solid standing in the Equity derivatives market the following openings have arisen. 

The IT financial engineering group is currently looking for individuals to join a leam of quantitative 
analysts and developers to provide analytics support to equity derivatives trading activities. Pricing 
support, structuring, scenarios analysis, risk management and risk control functions are all areas of 
expertise required to fill these roles. Support will coven implementation of algorithms in C++ along with 
advice on and development of mathematical modelling. 

Candidates require in-depth knowledge of the following: 

S Finance (preferably Equities) 

/ Stochastic calculus and its applications to option pricing 
S Partial differential equations in option pricing 
✓ Numerical analysis 
/ C++ programming Unix/NT 
/ Computer Science 

A post doctorate scientific / numerate degree is preferred, however, a strong numerate background is 
acceptable along with the previously mentioned knowledge. 


Candidates should contact 
Alex Blair direct on: 

All contacts wOl be handled 
with the utmost confidentiality 


Huxley 

Associates 


Tel: 

Fax: 

Email: 


0171 33J 5890 
0171 335 nous 
a. hlair (*«• hu \ lev.cu.tt k 


INVESTMENT B ANKING 
America House, 2 America Square. London EC3N 2AH 


Risk 

Management 
and Treasury 
Systems 


• Project Managers 

• Business Analysts 

• G msul rants 

• Trader Support Analysts 


IT BANKING 


S&H 


Cor^ulcissj; United 


A leading pla\e: m tne banting and finance suctoi is seel- mg id iociuiI iah.iiii'd .uwj .viitniiAib 
individuals. Rezent granlb combined *-i:h nev. nii1iotiii."S mu- led U< ihr cumIiok •«» .1 iiimttvr 
of opportunities nrtfiin this organrMiitin 

Trader Support Analysts mil lute -it least ■U-.o vi’Ois •-••Di-neihie of went inf. in i i«\mi 
interacting nnfi the trading find ns* management areas mrluUing iht- deuTopuii-nl ft sisiiirr. 
or pricing, analytical support. 

Project Managers. Business Analysts and Consultants will hate ,<n e, cello ni undorstandin^. 
of the range of instruments traded 111 the treasury and capii.il rn.ul.eK .ire* .it. m*H m the 
technology, systems and pad- ages used 10 support mis business 

Currently with a bank, consultancy firm or software house, you are involved with me anahsts 
and definition of business requirements as well as fhe recommendation, implementation and 
delivery of appropriate solutions. 

You will have irvdepth knowledge mlh recent experience of implementing and supporting 
solutions m one or more of the following areas: 

■ Risk Management 

■ Derivatives 

■ Treasury & Capital Markets 

■ Securities & Fixed Income 

Well qualified academically with good interpersonal skills, you will be able 10 comrnumcale 
effectively at aD levels. A high degree of professionalism and enihusiasm with a delivery 
oriental ed approach is essential. 

These positions will be well rewarded and if you are able to meet these challenges please 
send your CV to Alan Summers quoling reference FT1098 to: S&H Consulting limited. 
Lloyds Avenue House. 6 Uoyds Avenue. London EC3N 3AX. Tel (0171) 081 1171. 
E-mail - SHConsulvg’aol.cam 


BANKING FINANCE & GENERAL APPOINTMENTS 


hack i 
itits fal 


I i. 


• itfC 

it ft* 




International Lawyer 

International Industrial Group 


Paris 


WS are a laeding industrial group with activities worid+rida, ranked under the first ten companies in our fields. We are mufti-sited and 
constantly developing and growing. For the legal heed office of one of our divisions we are looking for an international high qualified lawyer. 

You will be responsible for the legal business related to the development of our industrial and commerc ia l activities such as mergers 
and acquisitions, joint-ventures and cooperations. Reporting directly to the general counsel of the legal division, you will be based in Baris. 

are looking for a candidate with an excellent education in lant American and/or European (LLM, LIB, MBA, DEA, DESS . . .) and a 
professional experience of five to ten years in a company of the same importance or in a renowned law firm. 

Besides your perfect and precise skats as a lawyer, you have a determined personality, you we excellent in negotiating, with the feeling for 
business and you know how to manage your legal function acconfing to the rules of modem management Of course, you are perfectly 
bilingual (English/French). 

If you are looking for a career opportunity which gives you influence on the development of a big group, with possibilities to progress as 
well on an international level as in your field, please send your personnel and career details in complete confidence to our consultant 
For further information please contact Marie-Franfotse Praml-Bode by phone (0049211-951080 in Germany or 00331.45.61.95.15 
in France) or by e-mail (Praml-B<xieJ^PersonaBeratung ©t-onfinaJe). 

DR. MARIE-FRANQOISE PRAML-BODE 

CONSOL EN RESOURCES HUMAMES 
DU8SS_D0Rf= . PAFBS - BERLIN 
135 BOULEVARD HAUSSMAMV ■ 75008 PARS 


SALES & MARKETING - Internet Financial Trading Co ! 


• Information Internet are the. leading providers of on-line financial trading and information 
software for the Internet 

• Information Internet pioneered the world's first real-time Internet dealing service. Our 
clients trade billions of dollars using our systems. 

We are rapidly expanding and have the following vacancies: 

■ JUNIOR MARKETDfG/SALES POSITION. Suit ambitious graduate with technology 

backgrounds interested in financial markets. 

I SALES ROLE requiring 2+ years financial markets experience. Must have technical 
emphasis, desire to travel 

Information Internet is Eertf6rd base±Salary range £15-50k + annual bonus scheme 

Details to Director of Sales Paul Kfllingback. . 

Far 01992 535386 or email: p^fltingback@info-int.com 


III 


les Echos 

UQuatkBtHfrrEconomic 

The FT can help you 
reach additional 
business readers in 
France. Our link with 
the French business 
newspaper, Les 
Echos, gives you a 
unique recruitment 
advertising 
opportunity u> 
capitalise on (be FTs 
European readership 
and to further target 
the French business 
world. 

For information on 
rates and further 
details please 
telephone: 

Kari Loynlon on 
+44 171 873 3694 


FINANCIAL MARKET 
ASSISTANT 

Intercapiral, the leading derivatives 
broker Jmve an opportunity available 
on their interesr rate 
options team analysing the 
financial markets. 

The successful candidate will either be 
a graduate with at least 1 year's 
City experience or someone 
who has relevant experience with 
markets/macro economic analysis. 
Ideally you will be aged between 20- 
30. Languages are useful but not 
essential. 

A highly competitive remuneration 
package will be offered to 
the right candidate. 

Please reply confidentially, in writing, 
along with a copy of you CV to: 

Xante /ones, Intercapital Pic , Park House 
16 Finsbury Circus, London EC2 M 7DJ 
Facsimile : 0717 374 6743 


CAREER OPPORTUNITY AT 
AL RAJHI BANKING AND INVESTMENT 
CORPORATION RIYADH, SAUDI 
ARABIA 

A! Rajhi Banking ami inwaim-nt Corporation r- a major financial 
institution in Saadi A rahii i ami yrovriny. it operates S.'.O hnoafes 
iin-onfntn! tU- K;nyn<n! ami for ihc year enciiny Si Deeanher 7. 
shaivhotdcrs eauity '.vos $!.S~5 hUUon wiih a net prof t of a hour $550 
miiiion. An eraitiny st nior anver r>;>ponui;i;y is a\aiiab!e at the Bank's 
RiyrJh iicafjiiartors. 

CORPORATE PLANNING MANAGER 

The r-uo.es.sfui candidate should have ur. excellent educational 
h; : .o kero in'id and experience in. emnr.e others, coiTontte s'.ratojric 
p!an:fire: in ;■ banking environment. operating ' Budge! s. Product 
Dcvelopniei'.:. Service Queiiix, Market in;: Research anti Studio.-.. 

He/she MiouiJ have u tmtduate degree in Business Admini'-tnith';:. 
Economics or Finance, with 15 years of experience in corporate 
pianiiinc ir. a lending Kinking iiKiituion. 

Competitive estpairiate coinpcnsation ami henejits pachiye V> the riyhi 
Pica-e v.riiv in eon tide ncc tea 

Bo\ A<i260 Financial Times, One Southwark Bridge, London SKI 9HK 
Onlv sliortliskd candidates will he acknowledged. 


Financial Times Surveys 


FT Director 


Friday November 20 


For further information please contact: 

Ben Bonney-James in London 
Tel: +44 171 873 4015 
Fax: +44 171 873 4331 
email: ben.bonney-james@FT.com 


FINANCIAL TIMES 

No FT, no comment. 
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FT SPORT: GOVERNING BODIES UNDER SIEGE 


Ringmasters under fire on many fronts 


The old order is crumbling as money brings new pressures to bear on 
those in charge of world sport. In this special report, FT writers 
investigate the commercial and legal challenges posed by the closing 
years of the first century of organised professional sport 


The governing bodies of sport are 
among the world's last great dic- 
tatorships. 

Traditionally, organisations 
such as the International Olym- 
pic Committee and Fife, soccer’s 
ruling body, have exercised 
almost absolnte power over their 
sports, both at the professional 
and amateur level; nationally and 
internationally. They influence 
the lives of millions of people 
worldwide, and control 

SOCCER 


events worth billions of dollars. 

They are often run by powerful 
individuals - Juan Antonio 
Samaranch at the IOC. Joao Hav- 
elange, former head of world soc- 
cer. Prlmo Neblolo of the Interna- 
tional Amateur Athletic 
Federation, and Formula One's 
Bernie Ecclestone. These men 
rule with an autocratic, some- 
times unforgiving, hand. They 
have their own rules and systems 
of regulation, built up apart from 


the laws of the wider world. 

As the first century of organ- 
ised. professional team sport 
draws to a close, however, the 

governing bodies are under 
attack from all sides. 

The challenge to their author- 
ity comes from the athletes and 
players, from the clubs and fran- 
chises which employ them, from 
sport's owners and investors, 
from sponsors and broadcasters, 
even from governments 


and international organisations. 

The common thread is a simple 
one: money. As sport has become 
ever more popular, so the com- 
mercial interests seeking to 
exploit its appeal have sought 
greater control over how it 
makes and spends its riches. The 
athletes have come under new 
pressures: some are tempted to 
use illicit drugs to im p rove their 
performance, while others have 
exercised their new financial 
muscle to win huge wage con- 
tracts. Governments have begun 
to take an interest 

For their part the governing 
bodies believe it is right that they 
should remain in charge because 


only they are in a position to 
decide what is in the best inter- 
ests of all In sport Even if tbeir 
roles fall foul of established busi- 
ness law or social contracts, they 
believe sport is different and 
deserves Special treatment. 

Increasingly, others disagree, 
and are taking the ruling bodies 
to court to prove that sport can- 
not operate outside the law. 

In the UK, the government has 

taken the English Premier 
League of soccer to court over its 
system of negotiating television 
rights collectively. Top English 
rugby dubs are preparing a legal 
battle in the European courts to 
wrest more control. In Australia, 


rival rugby leagues have battled 
it out for the right to run the 
sport's main competition. In 
motor racing. Formula One’s pro- 
moter finds his commercial 
agreements with the governing 

body under investigation by the 
European Commission. 

It is by no means certain that 
the governing bodies will be 
stripped or their powers. Quite 
the contrary, there is a case to be 
made for allowing the sports 
authorities special freedom to 
organise their activities. 

The I talian and German gov- 
ernments are already working on 
a proposal that European law be 
amended to afford sport excep- 


Tug of war 
over game’s 
purse strings 


It took an obscure Belgian 
footballer named Jean Marc 
Bosnian to expose the soft 
underbelly of soccer's once 
all-powerful authorities. 

His challenge in 1995 to 
the system governing the 
transfer of players within 
Europe proved that the sport 
could not operate outside the 
law. Its repercussions are 
still being felt today. 

Since Bosnian, football's 
governing bodies have faced 
challenges to their authority 
from all sides, and at all lev- 
els of the game. 

Only this month. Fifa, the 
world governing body, was 
told by the French Football 
Association that the coun- 
try's national team would 
not. after all, play in the 
Confederations Cup in 
Mexico this January. 

A few years ago such a 
move would have exposed 
the French to the threat of 
stiff penalties from Fife. Yet 
the governing body's reac- 
tion to the late withdrawal 
of the world champions was 
one of meek resignation. Fife 
chose not to stand up to the 
French association, which in 
turn had bowed to pressure 
from the leading European 
clubs, particularly in 
England, which did not want 
to lose their French stars for 
several weeks in the middle 
of their season. 

It is the clubs, whose 
growing power derives from 
their popularity and the 
huge sums of money gener- 
ated by the sale of league 
and cup television rights in 
Europe, which increasingly 
hold the upper hand in foot- 
ball. as Uefa has found to its 
cost this year. The European 
governing body has been 
forced to overhaul the struc- 
ture of its competitions to 
head off the threat of a rival 
breakaway super league that 
was tempting the continent's 
top clubs with the promise 
or more money. 

Emboldened by Uefa's 
capitulation to tbeir 
demands for a greater say in 
the organisation of European 
competitions and a bigger 
share of their revenues, the 
clubs are now seeking con- 
trol over the marketing of 
commercial rights and the 
distribution of the revenues 
they generate. 

Sepp Blatter, Fife's presi- 
dent, said this week that he 
was worried not so much 
about the growing power of 
the clubs, as the “dwindling 
respect" they have for soc- 
cer’s institutions. The two 
issues are. of course, one and 
the same: the clubs have less 
respect for the governing 
bodies because they have 
more power than ever 
before. Logically, the clubs 
may soon demand compensa- 
tion for the use of their play- 
ers by national teams. 

Uefa is not just battling 
with the clubs, but with 
their investors and owners. 
The emerging trend for com- 
panies to buy more than one 
club in different countries 
prompted Uefa to Introduce 

FORMULA ONE 


a rule banning clubs under 
common ownership from 
playing in the same Euro- 
pean competition - it feared 
the potential for match rig- 
ging by multi-club owners. 

Enic. the UK sports group 
that owns four European 
clubs, successfully appealed 
to the Court of Arbitration 
for Sport in Switzerland for 
a temporary ban on the new 
rule. Enic believes that if 
Uelia gets its way, small and 
medium-sized clubs in 
Europe will be starved of 
investment The court is due 
to make a final ruling soon. 

Soccer's national associa- 
tions are also under fire. In 
Brazil, the game's authori- 
ties tried to stop the govern- 
ment from imposing reforms 
on the sport something that 
in the past has infuriated 
Fifa, which has long believed 
politicians should stay out of 
its affairs. The reforms were 
pushed through. 

In Germany, the football 
association has reluctantly 
agreed to allow clubs to con- 
vert into public companies 
and float on the stock mar- 
ket The decision came dose 
on the heels of an unsuccess- 
ful attempt by Germany to 
exempt its association from 
domestic anti-trust rules. In 
Italy this year, the authori- 
ties were powerless to stop 
four of the biggest clubs 
signing an exclusive pay-per- 
view television deal that 
brought to an abrupt end 
decades of collective bar- 
gaining by the league. 

These conflicts and others 
share a common underlying 
theme. The governing bodies 
may maintain ownership 
and control of the game's 
crown jewels like the World 
Cup and the European 
Championships, but the com- 
mercial interests in soccer 
want the freedom to exploit 
the financial opportunities 
created by these events and 
the sport's enormous popu- 
larity. 

The governing bodies are 
reluctant to grant that free- 
dom because they do not 
want to give up control or 
soccer's purse strings, and 
because they believe limits 
on commercial activities, 
investment and ownership, 
and the centralised market- 
ing of commercial rights are 
essential to maintain the 
sport’s health. 

Increasingly, the courts or 
governments are being 
asked to resolve these issues. 
Which is why after decades 
of more or less benevolent 
dictatorship within their 
own sphere, soccer's govern- 
ing bodies feel the need to 
ask organisations like the 
European Commission for 
special treatment. "Fife is on 
its way to Brussels," said 
Sepp Blatter this week. 

Just a few years ago, Fife 
would have told Brussels to 
mind its own business. 
Today, soccer's supreme 
power cannot afford to be so 
disdainful 

Patrick Harverson 



tional treatment. The European 
Commission is drawing its own 
guidelines on the apjdkacion of 
competition few in sport. 

Amid these initiatives and 
pending court battles, a new era 
in sport is emerging. The govern- 
ing bodies wore forged at n time 
when the amateur ethic ruled, 
and now are having to learn to 
adapt to a new professional and 
commercial eta. Those that dis- 
play the most flexibility, and will- 
ingness to accommodate the hew 

forces in sport, win he most 
likely to survive with some of 
their powers intact. 

Patrick Harverson 
AMERICAN SPORT 
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RUGBY 


Turmoil reigns as top clubs rebel 


Nowhere is the conflict 
between governing bodies 
and the newly empowered 
commercial forces in sport 
better illustrated than in 
English rugby union. 

Ever since turning profes- 
sional in 1995. the sport has 
been tearing itself apart. The 
top English clubs have been 
fighting the Rugby Football 
Union for control of interna- 
tional players, the right to 
organise club competitions 
and distribution of the reve- 
nues they generate. 

The elite clubs, many of 
them backed by wealthy 
businessmen seeking a prof- 
itable return on their sub- 
stantial investments in the 
game, think the RFU should 
stick to running the national 
side, monitoring the rules 
and administering amateur 
rugby. The RFU believes it 
should continue to run 
rugby for the benefit of alL 

DRUGS 


The result has been tur- 
moil, with competitions dis- 
rupted and clubs facing 
financial ruin as they strug- 
gle to earn enough to cover 
their inflated wage costs. 
The broadcasters and spon- 
sors are furious, and the 
sport's fans left confused 
and angry. It has been an 
object lesson in how to get it 
wrong. 

There were signs of hope 
in May when the clubs and 
the RFU signed the Mayfair 
agreement, limiting the 
number of games played by 
top players in a season and 
guaranteeing their relase for 
England duty. But the RFU 
remains concerned the 
agreement is too loose - it is 
little more than a single 
sheet of paper - and wants 
something more watertight 

The top clubs, however, 
are still fighting for the right 
to organise their own compe- 


titions (they are keen to set 
up a British league), and to 
negotiate their own broad- 
casting and commercial 
agreements. 

They are willing to resort 
to law to achieve their aims, 
and have filed a complaint 
with the European Commis- 
sion against the RFU and the 
International Rugby Board, 
the world governing body, 
arguing that the sport’s 
authorities are unlawfully 
restricting the commercial 
freedom of clubs and distort- 
ing competition in the sup- 
ply of services in rugby. 

Unless a secure peace deal 
between the club6 and the 
governing body can be 
reached soon - and there Is 
no sign of any imminent 
agreement - the European 
Union may end up settling 
the dispute. 

Other northern hemi- 
sphere unions are also fight- 


ing battles against dubs and 
players seeking greater com- 
mercial autonomy. The 
Welsh Rugby Union has seen 
its two biggest dubs, Cardiff 
and Swansea, break away in- 
preparation to join a new 
British league., .while the 
Irish Rugby Football Union 
is in dispute with Keith 
Wood, the national teem cap- 
tain, over control of intellec- 
tual property rights. 

In rugby league, there is 
more harmony between the 
dubs and the authorities, 
but the governing bodies In 
both the northern and 
southern hemispheres have 
struggled in recent years to 
maintain control over the 
organisation of competitions. 

In Britain, the Rugby Foot- 
ball League three years ago 
effectively ceded many of its 
powers to the sport's main 
backer, the satellite broad- 
caster BSkyB. The RFL 


agreed to move the season 
from winter to summer and 
approved the creation of an 
elite Super League. This has 
increased tensions between 
the big. and small dubs, and 
between the RFL and the 
Super League, over the dis- 
tribution of the game's 
income. 

Yet at least a massive split 
in the game was avoided, 
unlike in Australia. The 
Australian Rugby League 
fought a long court battle to 
destroy a rival Super League 
established by Rupert Mur- 
doch, the media mogul who 
also controls BSkyB. The 
three-year battle, which 
ended last December, is esti- 
mated to have cost the sport 
more than £200m in losses 
and legal fees. 

Patrick Harverson 
and Huw Richards 


IOC and cycling chiefs left on sidelines 


When sprinter Ben Johnson 
was kicked out of the 1988 
Olympic Games in Seoul 
after a positive dope test, not 
only was it one of the big- 
gest shocks in 20th century 
sport, it was the most 
authoritative message ever 
sent out by a governing body 
on the question of drugs. 

Yet 10 years later, the 
International Olympic Com- 
mittee has been largely over- 
taken by events as one sport 
after another fells prey to 
the use of performance- 
enhancing drugs. 

No body has floundered 
quite so visibly as the Inter- 
national Cycling Union, dur- 
ing this year's scandal- 
ridden Tour de France. 

Since then, the 1CU has 
announced measures 


designed to reduce the use of 
banned drugs in cycling 

These include three- 
monthly medicals which, in 
the absence of reliable labo- 
ratory tests, will attempt to 
establish whether riders' 
bodies are being manipu- 
lated with banned hormones 
such as erithropoetin (EPO), 
which increases the number 
of red blood cells and hence 
improves endurance. 

The ICU has also set up a 
Council For the Fight 
Against Doping, funded by 
race organisers, cyclists and 
sponsors, and it Is appar- 
ently working on a charter 
that will bind riders to abide 
by anti-doping rules, pre- 
sumably to reduce their 
room for legal manoeuvre. 

Yet when three cyclists 


who were thrown off the 
Tour de France over drugs 
were banned in October, the 
ICU reduced the bans by a 
month, stating that this was 
to enable the cyclists to ride 
the necessary races to gain 
form for next year's Tour. Its 
defence was that otherwise, 
the riders could sue for loss 
of earnings. 

The IOC’s response has 
been no less confused. Juan- 
Antonlo Samaranch, its pres- 
ident, caused a storm in July 
by calling for a reduction in 
the list of banned drugs, 
leaving only "those drugs 
which are really prejudicial 
to the health of sports people 
and which produce artificial 
results". Prince Alexandre 
de Merode, the head of the 
IOC medical commission. 


said he was “appalled". 

Senior IOC members have 
also clashed over whether 
East German athletes 
known to have used drugs 
should have their Olympic 
medals withdrawn. 

The organisation has 
moved to regain the initia- 
tive by calling an interna- 
tional drugs s eminar in Lau- 
sanne next February. This 
will aim to- clarify the defini- 
tion of doping, and may set 
up an agency to co-ordinate 
anti-drugs measures. How- 
ever, such initiatives have 
already come too late to 
head off the civil authorities. 

Last week Mario Pescante, 
the former head of the Ital- 
ian Olympic Committee, was 
formally placed under inves- 
tigation as part of an ever- 


widening inquiry Into the 
distribution of illegal drugs. 

In cycling, at least 10 sepa- 
rate police investigations are 
under way into possible use 
of drugs by riders, teams and 
trainers in Italy, France and 
Belgium. Some national cycl- 
ing federations, in particular 
the French, want to go fur- 
ther and faster than their 
international parent body. 

Samaranch wants to keep 
the drugs issue within what 
he likes to call “the sports 
family". With every arrest, 
and every national or inter- 
national body that breaks 
ranks, his hopes of doing so 
recede further. 

Pat Butcher and 
William Fotfieringham 


Competition watchdog puts the brake on Ecclestone 


For those who govern, bankroll 
and benefit the most financially 
from Formula One. the enemies 
are almost all without More spe- 
cifically. they are concentrated in 
the person of Karel Van Miert, the 
European Union competition com- 
missioner. 

Van Miert has made little secret 
of his belief that the assignment 
of FI's global broadcasting rights 
by the world governing body of 
motorsport, the Paris-based Feder- 
ation Internationale de l’Automo- 
bfle. exclusively to companies run 
by its own vice-president, Bernie 
Ecclestone, may breach EU com- 
petition rules. 


That belief, and the formal 
investigation which for nearly a 
year has accompanied it, has had 
a profound effect on Ecclestone 
and his companies commercially, 
and may yet have a significant 
impact on the financial future of 
all involved with Fi. 

The broadcasting rights are an 
enormous issue for FI, both 
because of what Ecclestone has 
achieved with them in the past - 
financial security and organisa- 
tional stability for the teams as 
well as great wealth for himself - 
and the even bigger benefits 
expected to flow from digital pay- 
per-view television in the fixture. 


Two decades ago. FI was a mar- 
ginal sport in which individual 
promoters and circuit owners 
negotiated haphazard broadcast- 
ing and sponsorship deals for 
whatever money they could get. 

Ecclestone's achievement was 
to transform FI into a global 
championship package, provided 
on a single feed to satellite and 
terrestrial TV companies covering 
200 countries. It has been central 
to the concept's success that an 
broadcasters must commit to cov- 
ering all the year's 16 or 17 cham- 
pionship rounds. The FIA and the 
teams share in the revenues - the 
latter under the terms of the 


so-called Concorde agreement gov- 
erning relations between them 
and Ecclestone's companies. 

The European Commission sus- 
pects that these arrangements, 
under which the FIA has granted 
the rights to Ecclestone until 2010, 
represent a cartel, unfairly pre- 
venting other broadcasters and ' 
grand prix organisers from mak- 
ing their own deals. The FIA, 
Ecclestone and - after some fierce 
haggling over revenue-sharing 
last year - the teams are united 
in declaring that ride is a misun- 
derstanding of an arrangement 
that has worked to the benefit of 
all concerned. 


The issue has led to a rare set- 
back for Ecclestone, whose plan 
last year to float his Formula One 
Holdings group - with the FIA's 
and the teams' belated approval - 
had to be abandoned over the 
broadcasting rights uncertainty. 
He now plans a $2bn Eurobond 
offering as an interim step 
towards flotation. 

Broadcasting is not the only 
issue on which motorsport has 
locked horns with Brussels. Fi 
has been reprieved from a loom- 
ing EU ban on tobacco sponsor- 
ship of sport mainly because It is 
prepared to institute Its own ban 
on tobacco industry support - its 


current financial mainstay - once 
substitute funding is found early 
next century. The FIA, the teams 
and Ecclestone have closed ranks 
to threaten that, if the worst 
comes to the worst, Fi could 
decamp to less restrictive regions. 

There are still strains inside 
motorsport itself - plana by 
Ecclestone and the FIA to bundle 
other forms of motor racing into 
similar exclusive packages are 
meeting some resistance. But with 
such enemies as Brussels without, 
few are anxious to rock the boat 
too heavily from within. 

John Griffiths 


Parity 
rules in 
land of 
the free 


When it comes to dealing 
with players' unions, recent 
events in basketball show 
that US sports* ruling bodies 
have problems. The National 
Basketball Association Is 
locked In dispute with play- 
ers over how big a share of 
revenues they should take, 
which at present looks as 
though it could force the 
abandonment of the entire 
season. 

The dispute - and similar 
ones that have previously 
afflicted other big US profes- 
sional sports - has its roots 
in a commercial franchising 
structure that allows Ameri- 
can sport to generate huge 
amounts of money. Yet that 
very model, perfected by the 
National Football League's 
late commissioner Pete Ros- 
elle. has saved US sport 
from many of the pressures 
now rocking Its European 
counterparts. 

T hirty years ago. profes- 
sional American football 
was a small affair, dwarfed 
In popularity by the ama- 
teur college game. Its 
growth Is widely attributed 
to strategies implemented 
by Rozelle, all of which took 
as their assumption that it 
was in Individual clubs' 
longterm interests to boost 
the overall strength of the 
league. 

The NFL has no jurisdic- 
tion over the amateur game. 
It acts as a commercial 
body, which awards fran- 
chises to businessmen. 

Revenue-sharing, intro- 
duced In 1960, was the most 
important Innovation. Roz- 
elle saw that it was not in 
the league's interests to 
allow the largest clubs to 
grow too powerful, and 
attempted to ensure parity. 
Thus television and market- 
ing revenues are negotiated 
centrally, and shared by all 
clubs (although dubs keep 
stadium receipts). A salary 
cap, meanwhile, restricts 
teams' scope to bid up play- 
ers' wages. 

With the major sources of 
revenue shared, and with 
the rigid draft system ensur- 
ing that the weakest NFL 
team one year gets first 
choice of college football 
players the next, the truly 
great teams are those with 
the best coaches and judges 
of young talent - such as 
the San Francisco 49ers over 
the past decade - rather 
than those with the deepest 
pockets. 

The Green Bay Packers’ 
victory in last year's Super 
Bowl, an event which 
greatly energised interest In 
the sport, would have been 
inconceivable under the rev- 
enue arrangements for the 
UK's soccer Premier League, 
for example. Green. Bay is a 
small city, and this would 
have been the equivalent of 
un derd ogs like Burnley or 
Accrington Stanley winning 
the English Premiership. 

The NFL has expanded, 
but it has done so slowly, to 
try to avoid any dilution- of 
quality. The supply of the 
game has also been 
rationed. No team plays 
more than one game a week, 
and the season is strictly 
limited to four months. 

For more traditional 
sports, the NFL experience 
would appear to offer at 
least two lessons. First, that 
it is Ear easier to start with 
a clean slate, than to apply 
the model to an existing 
structure - especially one 
where professional awl ama- 
teur versions of a sport co* 
habit. Even baseball, where 
the clubs grew up first and 
b uilt t heir league s tro c t tcre 
afterwards, has never been 
able to match the NFL’s 
marketing nous. 

And secondly, that sub- 
suming Immediate, 
short-term interests to the 
common good can pay off 
handsomely in the long run. 

John Authers 
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"^TB uw on TV? No. toeye on a tram 
heading to Tulsa." When Elvis 
Presley picked up his semi-acoustic 
guitar to play some old hits on the 
NBC Burbank sound stage in the 
summer of 1968, he could he for- 
given a sense of disorientation. It 
had been many years since he had 
done what he did best performing 
blistering versions of rock and roll 
songs in front of a live, and usually 
adoring, audience. 

His career had been hijacked by 
advisers who succeeded in turning 
him into a matinee idol his croon- 
ing baritone littering a series of 
peesy B movies with winsome 
analities. The vitality and daring 
of the Sun recordings and the first 
hit singles seemed a long past, 
and rock music -bad already moved 
through Beatlemania, psychedelia 
and bri ngin g down world order. 

So he sat on stage with his old 
buddies, hair greased back with 
anachronistic neatness, joking ner- 
vously: “Are we on TV?" Of course 
he knew be was, but his sidekicks 
joined in his jittery conceit: "No, 
we’re on a train heading to Tulsa." 
And somehow, miraculously, they 
began to play like the past 10 years 
hadn't happened. 

The results became known as the 
1968 Comeback Special, it was a 
poignant evening for Elvis fang for 
it was not so much a comeback as 
a death spasm. Presley sank from 
this brief triumph to Las Vegas, 
i obesity and ultimate ridicule. The 
AJCcmeback Special was nothing but 
'an ephemera] moment of what- 
might-have-been. 

With admirable taste, Presley’s 
record company. RCA, has 
reworked the legend of the 1968 
NBC concert to launch its “Artist 
of the Century" campaign on 
behalf of the too easily mocked pro- 
tagonist. The freshly released Tiger 
Man is a definitive record of the 
second of the evening's two shows, 
and sees Presley at the very peak 
of his abilities. It is a passionate, 
life-affirming performance, not 
without its moments of despera- 
tion, almost as if be knew this was 
bis last chance, and he knew he 
was going to blow it 
The release of Tiger Man is not 
dissimilar in intention to the long- 
awaited release of JBob Dylan’s 
" Royal Albert Ball " Concert from 
reviewed in these pages last 
’month. Once again, we are pres- 
ented with an apparently seminal 
moment in rock history: Dylan’s 
controversial conversion from 


acoustic folk singer to electric gui- 
tar-wielding Symbolist rock-poet 

As a contemporary reviewer 
wrote: “Dylan used to sound like a 
rung cancer victim singing Woody 
Guthrie. Now he sounds like a 
Rolling Stone sin g in g Immanuel 
Kant" But what screeds have been 
devoted to this epochal nhrmgq of 
musical direction, the very plug- 
ging-in of Dylan’s guitar stanrfing 
as a defining moment of sociocul- 
tural transformation. 

So, Presley unplugged; Dylan 
switched on. This week sees yet 
another rock icon, John Lennon, 
receive the reverential retrospec- 
tive treatment with the release of 
the four-CD The John Lennon 
Anthology cm CapitoL The abn.here 
is slightly different; ins t ead of 
focusing on the individual 
moments which make the Presley 
and Dylan records, so compelling, 
we are presented with the lurching 
trajectory of a career, presented as 
de facto evidence of the terrible 
price of artistic integrity. 

There is a genuinely moving 
sleeve note from Yoko Ono; beauti- 
ful packaging, adorned with Len- 
non’s free-flowing artwork; a blend 
of outtakes and home recordings 
which, as in The Beatles Anthology. 
may occasionally fascinate the afi- 
cionado but will surely leave new. 
younger listeners cold. 

Lennon’s post-Beatle career Is 
neatly separated (as If) into four 
CD-sized slices: “Ascot", the early, 
primal scream period; “New York 
City”, the energising move to the 
DS; “The Lost Weekend", the 
drunken binges and re-embrace of 
rock and roll; and "Dakota", the 
years of domestic contentment 

Once more, hindsight plays the 
leading role in giving this decade 
in Lennon’s life its artistic signifi- 
cance. At the time, received wis- 
dom was that Lennon’s creative 
juices had run dry, once he had 
given vent to his rage on his exor- 
cising first solo album. Plastic Ono 
Band. 

But the translucence of Lennon's 
ingenuous personality usually gave 
good copy; and there are highlights - 
on this rambling set His nasrtAst 
moment the hateful letter to Paul 
McCartney, Imagine 's “How Do 
You Sleep”, sounds still more 
vicious here, stripped of the origi- 
nal’s incongruous string backing to 
emphasise George Harrison’s 
mocking slide guitar. But how 
much more do we need to hear of 
.that particular relationship? 
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Indeed, how much more can we 
take of this obsessive exhumation 
of rock music's legendary figures? 
These releases are not wholly 
spawned by record company cyni- 
cism. They are not Greatest Hits 
packages; they pretend to some- 
thing more profound. Of course 
those companies are thrilled to find 
that a fruity chunk of the demo- 
graphic pie-chart still wants to wal- 
low in the soundtrack of its youth; 
The -Beatles Anthology, three tri- 
ple-CD packages, has sold a com- 


bined total of more than lm copies 
in the UK alone. 

But there is a more subtle sub- 
text at play. In defining and replay-, 
mg these moments - Presley’s 
evening of long-forgotten zest. 
Dylan's truculent volte-face . 
Lennon's anguished attempts to 
discover himself — we are investing 
them with a special significance. 
They have become canonical. They 
cannot be repeated. Today’s acts - 
(many of whom pay explicit tribute 
to their predecessors - must -live 


forever in their shadow. 

Robbie Williams makes girls 
scream; Alanis Morissette packs a 
vicious couplet: Liam Gallagher is 
no mean tortured soul lost in a 
hedonistic haze. But it has all been 
done before. As in the classical 
arts, the gaze of rock music, that 
celebration of youth, contingency 
and nown ess. is ever more more 
firmly fixed on the past, when a 
.train heading to Tulsa promised 
-unknown treats and the only way 
was forward. 
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Bank set for a good show 
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Anyone flying out of the UK 
has a small incentive to 
return quickly. The depar- 
ture lounges of leading air- 
ports. are decorated with 
large reproductions of noto- 
rious 19th century paintings 
promoting the work of John 
Singer Sargent, which are on 
display at the Tate Gallery 
in London until January 17. 
They are paid for by Morgan 
Stanley Dean Witter, the 
sponsor of the show. 

The investment bank is 
taking its sponsorship very 
seriously. It is not just the 
money, although its involve- 
ment is costing something 
approaching £lm when all 
the support activities, such 
as advertising, are included. 


It is the fact that this is the 
first time it has sponsored 
the arts in a big way. and it 
Is desperate to ensure a suc- 
cess. 

Morgan Stanley has been 
planning an arts sponsorship 
with military precision since 
1995. It drew up a list of 10 

objectives, which, included 
raising the c o mpa n y profile, 
involving the community, 
stimulating staff, and enter- 
taining clients - and pro- 
spective clients - and asked 
Sponsorship Consulting to 
come up with possible forth- 
coming events. Not surpris- 
ingly a big show at the Tate 
seemed a better bet than 
supporting an orchestra on 
tour or backing a new opera 


production, but Morgan 
Stanley had to come up with 
a generous offer to the Tate 
to beat off competition. 

Morgan Stanley stresses 
that its investment in com- 
munity projects linked to the 
show far exceeds its expendi- 
ture on corporate entertain- 
ment Hundreds of children 
in the borough of Tower 
Hamlets, near its Canary 
Wharf headquarters, will be 
involved in literacy schemes 
based around Sargent's art 

Whether new business 
flows from the social events 
is not built into the fol- 
low-up research, nor the 
impact of the show on a gov- 
ernment that is anxious to 
see companies getting 


Involved in community 
work. Morgan Stanley has 
convinced itself that an 
American bank, with a big 
UK presence but continental 
connections, ts the ideal 
sponsor for an artist born in 
Florence to American par- 
ents who settled in F.ngtanti 
but travelled widely. It is 
also determined to make its 
show more successful than 
that of rival Goldman Sachs, 
which is backing the Picasso 
ceramics exhibition at the 
Royal Academy. 

After London, Sargent 
moves to Washington (spon- 
sored by Ford) and to Boston 
(BostonBank). On its trans- 
Atlantic crossing it might 
pass 80 Of the late painting s 


by Monet, coming to the 
Royal Academy in January 
from Boston. 

At the RA Monet is sup- 
ported by Ernst ■& Young, 
which has become the most 
consistent and biggest spon- 
sor of the visual arts in the 
UK. Monet is the most popu- 
lar Impressionist artist, and 
in 1990 drew a record 650,000 
punters to the RA. Works by 
the artist are packing out 
the Boston Museum of Fine 
Arts in an exhibition spon- 
sored by Fleet Financial, 
which is reckoned to be one 
of the biggest US sponsor- 
ships, costing up to S4m. 

Among the innovative 
spin-offe, Fleet has created a 
video which it is distributing 
to old people’s homes around 
Boston, re mindin g pension- 
ers what Monet was capable 
of after the age of 60. There 
is also the inevitable schools 
programme, which will 
transport 2.500 students to 


the museum; and the con- 
struction by inner-city teen- 
agers of a mural based on 
Monet’s Waterlilies on the 
wall of one of Fleet's 
branches. 

What pleases the museum 
most is Fleet's special offer 
to its 30.000 employees of 
merchandise acquired from 
the gift catalogue produced 
alongside the exhibition: this 
has boosted sales through 
the museum shop by 
$500,000. vital for a museum 
that finds its own funding. 

After Monet at the RA. the 
big event there, as usual, is 
the Summer Show. For the 
fust time this will be spon- 
sored by the consultancy 
and head-hunter A.T. Car- 
ney, which has committed 
about £500,000 to back the 
show for the next three 


years. 


Antony Thomcroft 


Too much style, 
too little heart 


THEATRE 

ALASTAIR MACAULAY 


Bribwnicus 

ABiety Theatre, London WC2 


One of the reasons that 
Racine stands among the 
supreme dramatists of all 
time is that be slices clean 
into the core of things that 
are dramatic to us all. The 
j need to confide; the impor- 

! tance of the right confidant; 

j or (he treachery of the 
wrong confidant. The still 

j eloquence of listening; and 
j the shock of unexpected 
j news. The thrill of the corri- 
dors of power: the tension of 
waiting in an antechamber; 
and the sense that the great- 
est events are occurring 
elsewhere, perhaps next 
door. Empire: passion: duty; 
ambition; horror the secret 
Achilles heel where even (he 
mighty become made vul- 
nerable... Racine puts us 
on the rack at (he rise of the 
curtain, and never allowed 
! off it. 

We can feel that this is 
true in the new Almeida 
production of Britanmcus - 
but without feeling, alas, 
that there is much truth In 
(be production itseff. It 
remains thrilling to have a 
Racine season in the West 
End: and I would like later 
- as one may - to see both 
this and the same team's 
Pi.xdrc back to back in a sin- 
gle day. As in Phedn-. the 
performances of Barbara 
Jefford (as Albina, confi- 
dante to emperor Nero's 
mother Agrippina) and 
David Bradley (as Bnrrhus, 
Nero's tutor) are exemplary" 
in them, the classicism of 
Racine is both sincere and 
ardent. They make the very 
pulse of his verse seem 
heartfelt: absorbing. 

Elsewhere, however, we 
watch Racine's amazing 
political thriller as if from 
too great a distance. There 
is a lot of style around: 
much of it wrong style. Act- 
ors - notably young Kevin 
McKidd in the title role - 
lay massive emphasis on too 
many individual words per 
sentence. There is much too 
much ineffectually "realis- 
tic" pacing around the stage 


(notably McKidd again), and 
a bit too much fidgety mod' - 
ern-dress "business" with 
cigarettes and decanters. In '* 
the big scenes and speeches, 
single details loom; but the 
verse’s inner pulse is often 
too steady, and the larger 
design of each scene fre- 
quently becomes obscure. 

This is especially true of - 
the climactic and long-de- 
layed meeting in Act Four - 

between the young emperor 

Nero and his mother, Agrip- . 

piua. She knows her power 
over him is tottering; he 
knows his debt to her, and 
begins to feel the Orestes 
urge to remove both it and ' 
her. The scene should be a 
turning-point - if only for a * 
while - for the entire 
drama. In neither Diana 
Rigg nor Toby Stephens, 
however, does it touch deep 
chords. Their big speeches 
are defensively bright, with 
no jot of deeper emotional 
power-struggle to be 
glimpsed. They both know 
how to stand, to turn their 
heads, to catch the light, to 
pause, to make effects. The 
wrong effects, alas; or 
merely obvious ones. 

That Diana Rigg is consid- 
ered one of our leading uct- • 
resses is absurd. She is all 
handsome surface: intelli- 
gent, Invulnerable, and 
never once sincere. The 
essential campness of her 
acting method is disguised a 
only by its energy, why 
didn't Lloyd Webber put .to- 
on in Sunset Boulevard'.' For 
her. all roles are Norma Des- 
mond. Stephens is fruity, 
flashy, pretty, shallow. 

Robert David MacDonald’s . 
□ew translation manages ■ 
the rare feat of catching 
Racine’s metre in hexameter . 
couplets that rhyme or half- 
rhyme. It tends to be light- 
weight. Or slick: Nero’s "We 
have declared an armistice" 
is too glossy a version of * 
"On nous reronrilie". 

As directed by Jonathan 
Kent (and briskly paced), 
the play is alive, and an • 
honourable addition to West - 
End fare. But Racine’s tech- 
nique and content do not 
here merge in the best pro- • 
portions. 


Sponsored by AT&T. 



Ail handsome surface: Diana Rigg and Toby Stephens Alastafc Muir 
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and the conductor is Peter Ernst 
Lassen; Nov 7 


Stockholm over the summer; to 
Jan 10 
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OPERA 

Netherlands Opera, Het 
Mudektheater 

Tel: 31-20-551 8911 
• The Rake’s Progress; by 
Stravinsky. Conducted by 
Reinsert de Leeuw in a staging 
by Peter Sellars. Cast includes 
Donald McIntyre. Thomas Randle 
and Willard White; Nov 7, 10 


OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
wwwJyricoperaxtrg 

• Ariadne auf Naxos: by R. 
Strauss. New production by John 
Cox, conducted by Robert 
Spano. Cast includes Deborah 
Voigt and Susan Graham; Nov 6 

• Mourning Becomes Bectra: 
by Martin David Levy. New 
production by LMi Ciulei, 
conducted by Richard Buckley; 
Nov 7 


GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tel: 44-141-332 9000 
• Tristan und Isolde, by 
Wagner, in a production by ’ 
YannJs Kokkos, directed here by 
Peter Watson and conducted by 
Richard Armstrong. Cast includes 
Jeffrey Lawton and Eva-Maria 
Bundschuh; Nov 7 


Barbican Hall 
Tel: 44-171-638 8891 
• London Symphony Orchestra: 
Michael Tilson Thomas conducts 
a series of works by Stravinsky; 
Nov 6, 8 


which time she produced a 
series of 769 gouaches called 
Life? Or Theatre?, exhibited here; 
to Jan 17 
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EXHIBITIONS 

Rtjksmuseum 

Tel: 31-20-673 2121 
• Van Gogh in the 
Bijksmuseum: during the period 
of the Van Gogh Museum A 
closure for renovation and 
building work, a selection its 
finest holdings will be exhibited- 
in the Rijksmuseum’s South 
Wing: to Mar 7 


exhibitions 
A rt Institute Of Chicago 
Tel: 1-312-443 3600 
wwwjtrtic.edu 
• Art and Archaeology of 
Ancient West Mexico: more 
than 200 works. Including 
terracotta figures found in tombs, 
and findings of recent 
excavations. Many of these 
objects have never before been 
pubffcfy exhibited; to Doc 6 


HELSINKI 

DANCE 

Finnish National Ballet 

Tel: 358-9-403 021 
• Giselle: staging by Sylvie 
Guillem. With sets and costumes 
by Ramdn B Ivars. Conducted by 
David Garfotfi; Nov 7 


DANCE 
Sadler's Wells 
Tel: 44-171-883 8000 
• Rambert Dance Company: 
Cruel Garden, by Lindsay Kemp 
and Christopher Bruce. 
Evocation of the life and work of 
Federico Garcia Lorca, set to 
mu sic by C arlos Miranda, 
performed by London Musici; 
Nov 10. 11, 12 


MILAN 

OPERA 

Teatro alia Scale 

Tel: 39-02-88791 
www.fascala.milano.it 
• L‘ Efisir d’ Amore: by 
Donizetti. Massimo Zanetti 
conducts a staging by Ugo Chfti. 
with designs by Tullio PericoTt. 
MarieTIa Devia sings the role of 
Adina; Nov 6. 8 


Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.melopera.org 
• Le Nozze di Figaro: by 
Mozart. New staging by Jonathan 
Miller, with designs by Peter 
Davison. With Ren6e Fleming, 
Cecilia Bartoli and Bryn Terfel, 
conducted by James Levine; 

Nov 7, 11 


artists inlcuding Andy Warhol and 
Cindy Sherman; to Nov 15 


WASHINGTON 


LAUSANNE 


BERLIN 


dance 

Deutsche Qper 
Tet 49-30-34384-01 

• Cinderella: new st^ingby 

Roberto de Oliveira. The title rote 
is danced by Tamako Atayama. 


COPENHAGEN 

EXHBmONS 

Louisiana Museum of Modem 
Art, Humlebaek 

Tet 45-4919 0719 

www.knnsiana.dk 

• Joan Mild: big retrospective 
comprising 140 paintings, 
drawings and sculptures, 
including works borrowed from 
the artist's family since the 
exhibition was shown in 


EXHIBITIONS 
Musde Cantonal des 
Beaux-Arts 
Tel: 41-21-312 8332 
# The Collection of Dr 
Henri-Auguste Widmer in 30 
years, Widmer collected more 
than 600 works of art. This 
display, designed to pay tribute 
to one of the museum’s most 
generous donors, includes works 
by Boudin, Daubigny, Chintreui! 
and Rousseau as well as 
sculptures and a selection of 
antiquities; to Noy-6 


OPERA 

English National Opera, 

London CoQseum 
Tel: 44-171-632 8300 

• Boris Godunov: by 
Mussorgsky. Conducted by Paul 
Daniel {Noel Davies from Dec 2) 
In a new staging by Francesca 
Zambello, with sets by Hildegard 
Bechtter. John Tomlinson (Gidon 
Saks from Dec 2) sings the title 
role; Nov 11 

• Mary Stuart by Donizetti. 
Conducted by Jean-Yves 
Ossonce in a new staging by 
Gate Edwards, with costumes by 
Jasper Conran. Ann Murray sings 
the title role, with Susan Parry as 
Bizabeth; Nov 7, 10 


MUNICH 

OPERA 

Bayerische Staatsoper 
7e/: 49-89-2185 1920 
wvrw.staatstheater.bayem.de 
• Der Fretechfltz: by Weber. 
Conducted by Zubto Mehta m a 
new production by Thomas 
Langhoft, with designs by Jurgen 
Rose. Cast includes Petra-Maria 
Schnitzer and Peter Seiffert 
Nov 7, 12 


EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
www.metmuseum.org 
• Degas Photographs: bringing 
together 35-40 photographs, 
most of which were made in the 
1590s. Mainly figure studies, 
self-portraits and portraits of the 
artist’s circle; to Jan 3 


OPERA 

Washington Opera, Kennedy 
Center 

Tel: 1-202-295 2400 
www.dc-opera.org 
• Fedora: by Giordano. 
Conducted by Roberto Abbado 
in a production by Lamberto 
Puggelli. directed here by David 
Edwards, and designed by Luisa 
Spinatelli, The cast is led by 
Mirella Freni and Placido 
Domingo; Nov 9 


LONDON 

CONCERTS 


EXHIBITIONS 
Royal Academy of Arts 
Tel: 44-171-300 8000 
• Charlotte Salomon; bom in 
Berlin h 1917, Charlotte Salomon 
died in Auschwitz In 1943, after 
living in hiding in the south of 
France for three years, during 


EXHJBFT10NS 
Ha us der Kunst 
Tel: 49-89-211270 
• Lyonel Feininger (1871-1956): 
From Gefmeroda to Manhattan. 
First comprehensive retrospective 
Of the Germ an- American paints’, 
who was forced to leave 
Germany during the 1930s and 
subsequently worked in New 
York; paintings by to Jan 24 


SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tel: 1-415-864 3330 
www.sfopera.com 
• Tristan und Isolde: by 
Wagner. Conducted by Donald 
Runnicles in a staging directed 
by Michael Hampe, designed by 
Mauro Pagano; Nov 6 


TV AND RADIO 
• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 KHZ (463m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 


• CNN International 
Monday to Friday. GMT: 


NEW YORK 

OPERA 


STOCKHOLM 

EXHIBITIONS 
Modema Museet 

Tel: 46-8-5195 5200 
www.modemamuseet.9e 
• In Visible Light: Photography 
and Classification in Art, Science 
and the Everyday. Traces the 
evolution or photography from 
the late 19th century to works by 


(XL30: Moneyfine with Lou Dobbs 
1&30: Business Asia 
19-30: World Business Today 
22.00: World Business Today 
Update 


• Business/Market Reports; 

05:07: 08:07; 07:07; 08.20; 09:20* 
10:20; 11:20; 11:32; 12:20; 13:20; 
14:20. 


At 08:20 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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PHILIP STEPHENS 


The great escape 


The lesson of the US mid-term elections is that today’s politics 
belongs to conservative liberals and liberal conservatives 


Bill Clinton stays. Newt 
Gingrich goes (maybe) and 
George W. Bush runs. There 
you have the headlines from 
this week's US mid-term 
elections. Interesting 
enough. Yet buried in the 
story of Mr Clinton's latest 
and greatest escape is 
another lesson, as pertinent 
to Europe as to North 
America. It concerns politics 
rather than sex. And it 
untangles the paradox that 
saw Mr Clinton's triumph 
most eloquently expressed in 
Mr Bush's victory in Texas. 

Today's politics, we now 
know, belongs to 
conservative liberals and 
liberal conservatives. These 
are the politicians who have 
made their peace with the 
two big upheavals of the 
post-war era, the social 
revolution of the 1960s and 
Its economic counterpart In 
the 19605. To win elections in 
the 1990s you have to be as 
tolerant of hippies as of 
yuppies. I hate the phrase, 
but it is called the politics of 
inclusion. And it has proved 
as powerful in the hands of 
Britain's Tony Blair and 
Germany’s Gerhard 
Schroder as it has for Mr 
Clinton. 

First, though, a word 
about those headlines. Mr 
Clinton has been vindicated. 
The calls for, and predictions 
of, his resignation lie 
exposed as adolescent 
fantasy. The American 
people have said they don't 
much like the president's 
sleazy personal morality, 
and they are angry that he 
tied. But they respect 
Kenneth Starr, the prurient 
prosecutor in the Monica 
Lewinsky affair, even less. It 
is a good call. 

Mr Clinton made a 
mistake and then tried to 
cover It up. Even his friends 
are ashamed. Mr Starr ban 
spent S40m of the people's 
money pursuing a personal 
vendetta against the man 


they elected president It is 
oOen said Americans are 
puritans. In a way that is 
true. But they also believe in 
individual liberty. They 
don’t want the government 
in their bedroooms. So they 
are repelled by a prosecutor 
(Mr Starr has forfeited the 

prefix ’independent") who 
peddles pornography about 
their president. 

No doubt a few Republican 
zealots on Capitol Hill will 
remain in denial for a while. 
You can hear it now. Our 
310m television advertising 
blitz (Mr Gingrich's bright 
idea) recalling the tale of the 
president and the White 
House Intern was not a 
mistake at alL The error was 
to have spent too little 
rather than too much. It 
should have been SiOOm. 

And thus we are reminded 
that ideology is ever blind to 
the facts. 

We must assume, though, 
that even Mr Gingrich, who 
has become quite adept at 
snatching defeat from the 
jaws of victory, will pause 
for thought His position as 
House Speaker is vulnerable. 
We know Mr Clinton will 
still be in the White House 
when the new Congress 
assembles in January. We 
cannot be quite so sure Mr 
Gingrich will still be in the 
Speaker's chair. Politics is 
nothing if not poignant 

Only the day before 
yesterday the conventional 
w isdom said that the longer 
the impeachment process 
dragged on, the more 
damage it would inflict ou 
the president Now, the 
Republicans, and especially 
Mr Gingrich, understand 
they have more to lose from 
a protracted process. I have 
met senior White House 
aides who positively relish 
the idea of Mr Starr and his 
co-conspirator Linda Tripp 
appearing before the House 
judiciary committee. To my 
mind. It is time for the 


Republicans to put the 
Lewinsky affair behind 
them. A suitably penitent 
apology to the American 
people from Mr Gingrich and 
Mr Starr might do the 
trick. 

These elections, though. 

were about more than a 

definitive confirmation of 
the people's good sense in 
the matter of the president’s 
sexual peccadillos. Mr 
Clinton's victory (you have 
to go back 150 years to find 
the party of the White House 
incumbent picking up seats 
half-way through a second 
term) was political as well as 
personal 

It is not Just that Gray 
Davis's win in California 
secured a Democrat 

governorship of the most 
populous state for the first 
time in 16 years. Nor that 
the Democrats showed they 
can win again in the south 
and, when push comes to 
shove, can mobilise the 
African-American vote. 

Those are important 
currents. What really 
counts, though, is that the 
Democrats have caught the 
Zeitgeist 

The economy, of course, 
helped a Lot (Mr Clinton 
owes more than he can ever 
repay to Alan Greenspan). 
But there is more to it than 
contentment Big 
government still has a bad 
name. Active government 
has a good one. On issues 
like education, health, gun 
control, family tax credits 
and the enviro nment the 

Democrats ran with the 
public mood. Let's not turn 
back the Reagan revolution, 
this says, but let's not desert 
the people either. 

Mr Clinton, the 
conservative liberal, has 
adopted but then shrewdly 
adapted the legacy of the 
1980s. The Democrat 
coalition now reaches out 
well beyond its core union 
and ethnic minority 


constituencies to 
comfortable Middle America, 
Inclusive politics wins votes. 

Mr Bush, the liberal 
conservative, understands 
this. IBs strategy in Texas 
was to make inroads into the 
Democrat camp. He 
campaigned on tax cuts, 
sure. But also on better 
schools. Compassionate 
conservatism, as be calls it. 
was pitched to Hispanics as 
wall as to his party's 

traditional, white 
constituency. Mr Bush 
eschewed calls for 

Rn glistwinly tui tio n in 
schools. And though he 
opposes abortion, he would 
not outlaw iL It worked. He 
took 65 per emit of the 
women's and nearly 50 per 
cent of the Hispanic vote. 

His brother Jeb, the new. 

equally moderate governor 
of Florida, put it succinctly 
"This is a victory of 
inclusion over exclusion." 

It is also the way for 
Republicans to win back the 
White House. And logic 
decrees George W. should be 
the candidate. But these are 
realities that the Republican 
leadership in Congress has 
yet to grasp. While Mr 
Clinton gTTihraroii; ffhara l 
w-nnmni/N , his opponents 
are still fi ghtin g the hippies. 
Strip out the ever-present 
promise of tax cuts and the 
Republicans are left with a 
Christian Coalition agenda 
that does little more than 
vilify abortion and gay sex. | 
This is exclusive politics par : 
excellence. 

Moral and ethical issues | 
are high on the list of voter 
concerns. But they reach 
beyond the narrow, sexual 
focus of the moral majority. 
Mr Davis won in California 
against his opponent’s 
reluctance to operate 
restrictions on assault rifles 
or take on the tobacco lobby. 
Barbara Boxer, who held her 
Senate seat in the same 
state, trumpeted her 
pnxhcrice stance on 
abortion in virtually every 
campaign ad. The hippies 
may have grown up, but 
social liberalism lives on. 

Republicans have yet 
mmp to terms with this 
potent union of two 
revolutions. Mr Gingrich's 
party remains in thrall to its 
activists. It delights in an 
unyielding exclusivity. It is 
n t rai ie rather than 
mainstream. And that 
explains why Mr Clinton has 
had such a good week. 


LETTERS TO THE EDITOR 


System andenmned by short term capital flows 
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Heads, you choose all the advantages of a 


STANDARDISED, GLOBAL SOLUTION THAT INTEGRATES WITH 


• jTvt = 


TOUR EXISTING SYSTEMS AND CAN BE QUICKUr DEPLOYED 


ACROSS YOUR INTERNATIONAL OFFICES. 


Tails, you opt for individual solutions, tailored to 


THE LOCAL ACCOUNTING AND BUSINESS REQUIREMENTS FOR 


EACH COUNTRY. 


With Exact Software you wm both ways. As makers of 

SOME OF THE WORLD'S LEADING PACKAGED MANAGEMENT 


INFORMATION SOFTWARE FDR MID-MARKET BUSINESSES, WE 


DELIVER ALL THE BENEFITS OF A GLOBAL SOLUTION. WITH 


LOCAL SUPPORT. 


From Professor Dani Rodrik. 

Sir, Martin Wolf is right 
("Currency vacuum". 
November 4) that the Group 
of Seven’s silence on 
■ exchange rate regimes is jar- 
ring - even if understand- 
able in view of the preoccu- 
; pation with saving the 
Br azilian fixed rate. He is 
also right to stress that con- 
trolled exchange rate 
regimes are unlikely to be 
viable in the absence of 
some controls on capital 
flows. But be underestimates 
the problems with letting 
currencies float freely. 

There is good reason why 
free floats rarely last for 


long. The same "market 
forces" that yield alternating 
floods and gluts of foreign 
rapit.iT would, under a nioan 
float, tend to create wild 
gyrations in the level of the 
exchange rate. While some 
types of financial panic are 
less likely to happen under a 
pore float - those that are 
driven hr a fear that the cen- 
tral bank’s reserves will 
soon be exhausted - sus- 
tained misalignments in cur- 
rency rates can hardly be 
ruled out. 

The result will be a loss of 
competitiveness of the trade- 
able sectors or inflationary 
pressures (depending on 


whether the exchange rate is 
over or under-valued) not 
linked to underlying funda- 
mentals. 

Few governments will in 
practice take the conse- 
quences sitting down. 

So a neat will soon tun 
into a "managed" Float, a 
possibility that Mr Wolf 
recognises when he states 
that "floating rates may also 
demand foreign currency 
support in a world crisis". 
This reintroduces the possi- 
bility of discrete changes to 
currency rates and create 
once again incentives tor 
speculators to take large 
bets on such changes, taking 


away the main advantage of 
floating. 

Whether based on fixed or 
floating rates, no nchanar 
rate system will work ad?, 
quately unless we find ways 
of reducing the flow of 
short-term capital around 
the workL 


Dani Bedrik. 

Baflq Hariri professor of 
international political 
economy. 

John F. Kennedy School of 
Government, 

Harvard University, 

79 John F. Kennedy Street, 
Cambridge, 

Mass 02138, US 


Past crimes outside remit of international criminal court ^ 


From Professor Ruth 
Wedgwood. 

Sir, Your leader. "General 
retreat" (October 29) mistak- 
enly supposes that C hilean 
General Augusto Pinochet 
can be tried by the interna- 
tional criminal court 
approved at Rome this July. 
But the permanent court 
will have jurisdiction only 
over new crimes. Addrasring 
past crimes remains a 
responsibility of national 
courts. 

The general won round 
one before the High Court, 
arguing that his acts of 
extrajudicial killing, torture. 


and disappearances, commit- 
ted against Spanish, C hilean, 
and even British citizens, 
were part of "official duties". 

In reviewing the decision 
this week, the House of 
Lords will appreciate that 
b friiywui and barbarous 
acts have been placed 
beyond the pale of “sover- 
eignty" by the entire corpus 
of international human 
rights law. These acts are 
prohibited by jus cogens, the 
peremptory norms of inter- 
national law binding upon 
every state and government 

If a form er head of state 
authorised the terrorist 


bombing of a civilian air- 
craft, one assumes that it 
would not be overlooked in 
an En glish court 

It would certainly startle 
most foreign offices to team 
lhaf nffiria) acts Immuni ty - 
enjoyed by even the service 
staff of an embassy - might 
permit a Jekyll-and-Hyde 
night life, with impunity for 
asMMinAti nns and abduc- 
tions. 

Nor is the result compelled 
by international law. As the 
American Law Institute 
notes in the 19S7 Restate- 
ment of Foreign Relations 
Law (p471), immuni ty for a 


former bead of state "is not 
required by international 
law". 

One hopes that the 50th 
anniversary of the Universal 
Declaration of Human 
Rights will be celebrated on 
December 10 in a way more 
fitting than the release of 
General Pinochet. 


Ruth Wedgwood, 
professor of law, 

Yale University, 

senior fellow. Council on 

Foreign Relations. 

Box 208215, 

New Haven, CT 06520, 

US 


Northern Ireland constitutional deal must be accepted as done 


From Mr Nick Martin-dark. 

Sir. As always there are 
hidden depths to the decom- 
missioning issue ("Northern 
Ireland peace accord dead- 
line missed", October 31-No- 
v ember 1 ). The recent 
exchanges between Martin 
McGuinness and David 
Trimble indicate that the 
key difficulty lies in Sinn 
Ffcin's continuing ambiva- 
lence ova- the constitutional 
arrangements of the Good 
Friday Agreement Regard- 
less of whether a toll peace 
settlement awaits police 


reform, among much else, 
the constitutional deal is 
now done and dusted. 

It is no longer possible for 
Sinn Ftin to argue that the 
Northern Ireland they have 
signed up to is an illegal sta- 
telet, nor todge the question 
of legal and illegal arms. 
That does not mean that the 
unionists are entitled to an 
immediate handover, only 
that the direction of policy 
must be clear. It would 
greatly help if Gerry Adams 
would concede the obvious 
point that the referendum 


north and south constituted 
the first act of self-determi- 
nation by the people of 
Ireland as a whole since 
1918. 


Nick Marti n-Clark, 
38b Handswarth Rd» 
London N17 6DE 


From Mr Thomas Hutchison 
McFadden. 

Sir, No answer to the ques- 
tion "Why won't republicans 
offer decommissioning 
now?” could change the facts 
that the Good Friday Accord 


required the establishment 
of the shadow executive by 
October 31. and so decom- 
missioning is made by that 
agreement pre-requisite to 
that establishment 
Why are republicans befog 
asked to do things not 
required by the Good Friday 
Accord before Unionists do 
even what is required 
therein? 


Thomas Hu 
McFadden. 
Pembroke College, 
Oxford, UK 


Hutchison 


Number One Southwark Bridge, London SE1 9HL 
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The Citi two-step 


W hen Citicorp 
and Travelers 
Group 
announced in 
April one of the most ambi- 
tious mergers ever under- 
taken, the market value of 
the two companies was 
$166bn. Now they have 
merged it is SlOObn and 
Jamie Dimon, Citigroup’s 
president, has just been 
forced out. Delight has 
turned to dismay - and 
brought about a hasty 
re-arrangement of plans. 

TreitmH of running in tan- 
dem the two parts of the 
companies which deal with 
Mg corporate customers - as 
was originally Intended - 
they will be merged. “We 
came to the conclusion that 
we ought to combine and not 
run them in parallel" says 
Deryck Maugban, formerly 
co-head of Travelers' Salo- 
mon Smith Barney and now 
Citigroup vice-chairman in 
charge of integrating the 
corporate sides of the busi- 


Gloomy markets have cast a pall over the feted merger of 
Citicorp and Travelers Group, says Tracy Corrigan 


Ofigroop b ft afl going wrong? 
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As A RESULT, IMPLEMENTATION IS FAST AND EFFICIENT, 


TRAINING IS KEPT TO A MINIMUM, COSTS REMAIN WELL WITHIN 


BUDGET - AND LOCAL SUPPORT PROVIDES PEACE OF MIND. 


Whether you need a single-site implementation 


OR A GLOBAL SOLUTION, WHETHER YOU NEED SPECIFIC 


INFORMATION OR FURTHER DETAILS FOR FUTURE REFERENCE, 


CAU. US ON 01784 894577 OR VISIT OUR WEB SITE AT 
wwwexactintemationd.com Heads you win. Tails you 


CAN'T LOSE. 
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BETTER INSIGHT. 
BETTER DEOWOM. 
BETTER BUSINESS. 


This decision, along with 
Mr Biman's resignation and 
a management reshuffle that 
accompanied it "suggests 
Citigroup is having continu- 
ing difficulty in MAgWng fig 
wholesale businesses,” says 
Judah Kraushaar, an analyst 
at Merrill Lynch. Or as 
Sandy WeiQ, co-chairman of 
Citigroup pots it, the corpo- 
rate side was "lust not get- 
ting tt together”. 

When the merger was first 
muted, this was not even 
supposed to be a critical part 
of the business. The melding 
of the corporate banking 
operation of Citibank with 
the investment banking 
business of Salomon Smith 
Barney, was never the r ais on 
d'etre for the deal. “From 
what they were saying from 
the outset they were looking 
for ways to cooperate on the 
corporate side, but they 
didn't lay out any great 
hopes for big Improvement," 
says Raphael Soifer, finan- 
cial services analyst at 
Brown Brothers Harriman. 

“This merger was driven 
by toe retail side, which is 
bigger to both companies," 
he notes. The ambitious tar- 
get set by co-chairmen John 
Reed and Sandy Weill of an 
extra Jlhn in earnings in 
five years was predicated 
largely on the cross-selling 
of insurance, banking and 
other financial products - a 


novel enterprise in the US, 
where until recently regula- 
tory barriers prevented such 
cross-fertilisation. 

In fact, say analysts, C5ti- 
group’s retail businesses is 
going great guns. But the 
cross-selling of retail prod- 
ucts is by nature a long-term 
process, and it is still too 
earfy to judge whether the 
ambitious cross-selling goals 


will be realised. 

Nevertheless, the problems 
on the corpo rate side, along 
with apparent turmoil 
among senior managers. 


m e r g er with the huge and 
successful Citicorp - Wall 
Street unanimously gave Mr 
Weill the benefit of the 
doubt 

Hence, from the start, the 
details of the. merger were 
somewhat hazy, especially 
concerning how it would be 
implemented. Even if strate- 
gists were keeping the 
details to themselves, SaXlie 
Krawcheck, an analyst at 
Sanford Bernstein, a Wall 
Street brokerage, says: “they 
had plenty of a plan but the 
best-laid plans can go awry”. 

A big reason for that is 


The culture dash between investment 
bankers and commercial bankers is 
widely recognised as a 
particularly problematic one 


been made earlier? Mr*- 
armies that "wei". 


raise a basic question: are 
the difficulties basically 
teething troubles, caused by 
timing and the inevitable dif- ■ 
ficulty of learning to work 
together? Or was the project 
ill-conceived from the start? 

When the merger was 
announced, a colt following 
was beginning to surround 
Sandy Weill, the Brooklyn- 
born entrepreneur who boflt 
Travelers from a shell com- 
pany into a financial ser- 
vices giant on the back of a 
series of successful acquisi- 
tions. The cult was such that 
Wall Street was prepared to 
take the. deal on faith. 
Although some analysts 
pointed oat that Mr Weill's 
speciality was buying trou- 
bled companies on the dump 
and cutting costs out of 
them - a far cry from a 


t im i n g. Favourable market 
conditions prevailed when 
the merger was conceived; 
these then dramatically 
reversed, exposing problems 
that m ight otherwise have 
been dealt with at the 
group's leisure. 

Just as the bull market 
and strong global economy 
«frove up stock prices of had 
companies as well as good, 
they may also have bailed 
out problematic mergers, or 
at least given managers 
some breathing space to sort 
out problems. This deal has 
enjoyed no such grace 
period. "You much prefer to 
have a merger in a bull mar , 
ket as Morgan Stanley Dean 
Witter did," says Ms Kraw- 

Instead, Salomon Smith 
Barney recorded a net kiss 


Mangban argues that “we?-'-’ 
needed three months to get 
to know each other. The 
reality is that is not how 
deals like this get done. You 
have a compelling macro 
vision and then yon work 
out the implementation." 

He remains bullish on the 
potential despite the obvious 
hiccups. Citigroup has “a 
truly global client base. 
There are things that Citi 
can do that Merrill Lynch 
can’t do and that Chase can't 
do." 

There is still no final ver- 
dict on the Citigroup merger. 
“The jury is still out and the 
stock is reflecting that,** says 
Ms Krawcheck. 

Therein may lie some 
hope. Both John Reed and 
Sandy Weffl have a long his- ; 
toy of caring about wniing s 
and shareholder value. Per- ■ 
haps toe best that can be 
said is that, at current share 
prices, Citigroup may give 
investors an opportunity to 
do what Mr Weill hims elf 
always likes to do best buy 
cheap. 
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in the third quarter, largely 
because of a big hit in pro- 
prietary trading. Citibank's 
corporate business was also 
adversely affected by the 
market turmoil which fol- 
lowed Russia's default on its 
domestic debt in August 

The problems at Salomon 
Smith Barney, itself created 
by a merger only a year ago, 
intensified the difficulty at -j 
impl ementin g a further trail*- 
matic merger involving hun- 
dreds of job cuts, just 
months after Salomon and 
Smith Barney were inte- 
grated. Furthermore, the cul- 
ture clash between invest- 
ment bankers and 
commercial bankers inher- 
ent fo the Citigroup deal is 
widely recognised as particu- 
larly difficult to resolve. 

But in addition to an this, . 
it is dear that the baste plan 
has had to be changfed. The 
original idea was to allow 
Citibank and Salomon 
Brothers to operate in tan- 
dem to avoid rodring the 
boat This no longer appears 
viable now that revalues are 
falling so fast, and the two 
are being merged. As Deryck 
Maugban says: "This deal 
was bom in the sunshine, 
the markets were going up. 
NOw it’s raining so we have 
advanced the timetable." 

Should the decision' have 
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The Bank avoids 
half measures 
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It might seem puzzling. On 
Tuesday, the UK Treasury warns 
that the economy is still suffer- 
ing from domestic inflationary 
pressures and needs to slow 
down. Two days later, the Har.v 
of England cuts interest rates 
decisively. 

In its aut umn forecast the 
Treasury was remarkably opti- 
mistic about the prospects for the 
■?a£IK economy, projecting a 
Healthy recovery in 2000. from a 
shallow trough next year. Despite 
the global financial crisis in 
recent months, this forecast was 
close to that produced by the 
Bank in its August Inflation 
Report 

So why cut rates? Did yester- 
day’s 'A percentage point move to 
6% per cent, following a % point 
cut last month, imply thqt the 
Bank is now much more pessi- 
mistic than the Treasury? Not 
quite. The Treasury's rosy sce- 
nario was based on an as&umpri 
cut of about 2 percentage point 
cut in interest rates fin line with 
forward market rates). The 
Bank’s cut might therefore be 
seen as only the second instal- 
ment of what the markets - and 
the Treasury - were counting on. 
i The puzzle is thus resolved, but 
of course, the deeper riddle 
" of how the UK will respond to the 
cold winds blowing in from the 
global economy. Since Russia 
defaulted on its debts on August 
17, the International Monetary 
Fund has lowered its forecast for 
world economic growth this year 
to only 2V, per cent, down from 4 
per cent in May. And the prob- 
lems of south-east Asia have cre- 
ated worsening trade prospects 
for all western economies: 

This has been exacerbated for 
the UK by the continued strength 
of sterling, despite the 1 per cent 
decline in its trade-weighted 


Closing door 


Deng Xiaoping radically changed 
the direction of China's economic 
development with his 'introduc- 
tion of an “open door" policy, to 
encourage foreign investment 
and trade, in 1978. The result was 
two decades of rapid growth. 

But recently, the policy direc- 
tion has become less dear. There 
have been a number of cha n ges 
to China’s rules on foreign com- 
panies. Examples include the 
imposition of fixed prices on pet- 
rochemical imports, and restric- 
tions on borrowing In renminbi 
to pay off foreign currency loans. 
Foreign telecoms companies have 
been a particular target: earlier 
this week telecommunications 
companies were told they should 
only buy locally produced mobile 
telephone equipment 

These actions are all a part of 
China’s struggle against a slow- 
down in growth. The devaluation 
of Asia’s currencies, which left 
China relatively less competitive, 
combined with the global eco- 
nomic downturn was a big shock. 
Exports, previously one of Chi- 
na's main growth engines, fell in 
September at an annual rate of 
6.7 per cent; there is seri ous c on- 
cern that the huge trade surplus 
could be eroded. And the domes- 
tic economy is being crippled by 
overcapacity and lax domestic 
demand. Attempts to protect 


local companies from the worst 
of the crisis are understandable. - 
** The - Chinese authorities;’ 
though,' may be mWTew Mi HiTurthip 
the cumulative impact of their 
actions.- Foreign investment, 
which last year reached US$45bn, 
is vital to Clrma’B economy. So 
far it has held up, an impressive 
achievement considering the 
global lack of appetite for 
risk. . ; 

But. foreign interest may be 
more fragile than China’s leaders 
assume. Companies investing in 
Hhinfl have to operate within a 
system riddled with red tape and 
ambiguous rules. Their security 
has come not from compliance 
with rules, but from political con- 
nections. Beijing’s positive atti- 
tude toward foreign investment 
has not only allowed, but has 
positively encouraged this. 

If the authorities are indeed 
now tightening up the rules, then 
the assumptions on which com- 
panies have entered China will 
be undermined. The uncertainty 
over the terms on which the 
debts of the troubled interna- 
tional trust and investment com- 
panies mil be honoured is just 
one example. If companies can no 
longer rely on their co nn e cti ons, 
they may start to question 
whether the Chinese market is 
stm such a good bet. 


After Siemens 


****** 


How deep Is Germany’s 
commitment to a more 
Anglo-American style of capital- 
ism? The answer, after this 
week’s decision by Siemens to 
shed a number of businesses, 
may need some revision. 

The slow-moving electronics 
and electrical engineering con- 
glomerate does, after all. embody 
many of the more entrenched val- 
ues of the German system - most 
notably the prediction for 
investment in technology on sup- 
posedly strategic grounds at the 
expense of shareholder returns. 
Yet chief executive Heinrich van 
Merer is now justifying a move 
to shed a seventh of the business, 
including its loss-making semi- 
conductor interests, by reference 
to the needs of shareholders. 

If this is a genuine retreat from 
the fortress mentality whereby 
big German companies have fat 
the need to be in each and every 
new technology in the main 
areas of their business, it is wel- 
come. and not just from the 
shareholders’ perspective. The 
promotion of national champions 
in information technology and 
elsewhere has been very costly 
for the economies of continental 
Europe. Meanwhile, the greater 
sense of urgency that Siemens is 
bringing to the task of restructur- 
ing makes it tempting to con- 


ciude that a watershed has been 
reached in German corporate 
governance. 

Even so, Siemens remains an 
unwieldy conglomerate with 
other underperforming busi- 
nesses. Their problems still need 
to be addressed. And from a 
broader point of view it remains 
the that the. German inter- 
pretation of shareholder value is 
scarcely red in tooth and daw. 
Hurdle rates of return on invest- 
ment remain low by US stan- 
dards even at companies that 
i-i nim to pursue shareholder 
value. And despite the recent 
emergence, of the. odd hostile 
takeover, there is hot yet an 
active market In corporate con- 
trol - 

Nor is the Anglo-American 
model perceived to Germany to 
be necessarily superior. Daimler- 
Benz. for example, is bringing a 
German two-tier board structure 
to its merger with Chrysler. 

The changes in German corpo- 
rate culture should not, then, be 
exaggerated. And with a new left- 
of-centre government in power, it 
remains to be seen whether 
greater political influence will be 
brought to hear on the corporate 
sector. There has been much 
. impressive restructuring to Ger- 
many, but the Impetus needs to 
be m BiBWned 




value since ApriL to the three 
months to August, the UK’s defi- 
cit on its trade in goods was 
£4bn. And as exports weaken, 
businesses have become more 
pessimistic than at any time 

since 1980. 

But these gloomy indications 
must be set against evidence that 
the economy Is still Tunning at 
close to top speed. Vacancies 
remain hi gh Unemployment con- 
tinues to fall, and the stock mar- 
ket has recovered some of its 
losses after what seems, so for, 
only a moderate correction. 
Unfortunately, confusion over 
the accuracy of eamfag g fig ures 
has removed a crucial fadii-a fo r 
of inflation. But the Treasury 
th in k s that pay increases may 
still be above sustainable rates. 

A great deal hinges, therefore, 
on precisely how much the UK 
economy was overheating before 
the present crisis started to cool 
it down. The Treasury believes 
national output is perhaps only 
% per cent above its long term 
trend line. Other forecasters 
think the indicator is much fur- 
ther into the danger zone. 

But even on Treasury assump- 
tions. a substantial interest rate 
cut is needed to achieve a recov- 
ery after next year’s “growth 
recession’’. On a more pessimistic 
view, the case for cuts is even 
stronger. The Rank- was right, 
therefore, to make a decisive 
move - the largest since it 
achieved operational indepen- 
dence in May 1997. 

More wm probably be needed 
to preempt the dangers of reces- 
sion. But the risks are two-sided. 
Recessionary forces may prove 
weaker, and UK inflation more 
robust than now expected. If that 
happened, the Bank should be as 
decisive in raising rates as it 
must now be to cutting them. 
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Power struggles over the euro 

On the eve of the single currency’s launch, a battle royal has erupted at the European Central 
Bank and the Bundesbank. Wolfgang Munchau explains the significance 

T he single European cur- he supports central bank by a treaty, the ECB is one of the because the obligation to inter- Until the nomination is deride 
rency wflj not start independence, but he wants most independent central banks vene in the foreign exchange central bankers will be jockeyii 
until ' next year, but much closer policy coordination ever created. Its executives are markets might interfere with for position, or at least trying n 
Europe’s politicians and between finance ministers and free of political influence, and their nrice stability ohiective to offend Mr l.-ifnntnine ti 


T he single European cur- 
rency will not start 
until next year, but 
Europe’s politicians and 
central bankers are already 
engaged to a bitter battle over 
, interest rates, central bank 
independence and who will con- 
trol the euro. 

The confrontation started a day 
after the German election when 
Oskar Lafontatoe, now finance 
minister and chairman of the 
Sodal Democratic Party, publicly 
raTiurt on the Bundesbank, Ger- 
many's central bank, to cut inter- 
est rates. What appeared a verbal 
accident at the time quickly 
turned into a campaign, after 
Gerhard Schrbder, the German 
chancellor, and several other 
European leaders echoed the 
theme at an informal summit 
meeting In Austria. 

With the election of an SPD-Ied 
government in Germany, 
Europe’s centre-left is grasping a 
unique opportunity to take on 
Europe's conservative central 
bankers. Presiding over 11 out of 
15 E uropean Union governments, 
the centre-left realises that it can- 
not fulfil its main political objec- 
tive — cutting unemployment — 
without the help of tower interest 
rates. The central -bankers 
respond that' European bench- 
mark interest rates - at &3 
per cent - are already 
extremely low. 

On the day when he was 
elected chancellor, Mr Schroder 
predicted that the international 
financial turmoil would turn out 
to be worse than most Germans 
had realised. He is already serv- 
ing notice that he does not want 
to be blamed for the forthcoming 
economic slowdown. He is also 
gkjifiiHy setting up the Bundes- 
bank and tire new European Cen- 
tral Bank as scapegoats. 

The central bankers have since 
tried to defend their monetary 
policy and their independence. 
Wim Duisenberg, president of the 
ECB, said with characteristic 
bluntness that politicians were 
free to say what they liked, but 
'it would be abnormal if they 
were listened to". 

With the start of economic and 
monetary union only a few weeks 
away, the real target of Mr Lafon- 
taine’s initiative is the ECB, 
which will be to charge of mone- 
tary policy next year. He says 


he supports central bank 
independence, but he wants 
much closer policy coordination 
between finance ministers and 
central bankers. European soda! 
democrats such as Mr Lafontatoe 
are tanking enviously at the US 
where the Clinton administration 
and Alan Greenspan, chairman of 
the Federal Reserve, have set an 
example of how governments and 
an independent central can work 
together successfully. The result 
has been a sustained economic 
boom and record low levels of 
unemployment. 

Mr Lafontatoe’s call for lower 
interest rates has provoked near 
hysteria in Germany, a country 
obsessed with price stability, hav- 
ing suffered two bouts of hyper- 
inflation in the first part of this 
century. The Ge rman muttia have 
been up to arms over Mr Lafon- 
talne’s “assault" on the 
Bundesbank. 

Jacques Delors, former presi- 
dent European Commission, once 
famously said: “Not all Germans 
believe in God. But they all 
believe in the Bundesbank.” 
Until now, it has been a taboo in 
Germany for politicians to criti- 
cise the central bank in public. 

That background makes it 
harder to have a measured 
debate about monetary policy. Mr 
Schrbtier came close to commit- 
ting sacrilege this week when be 
suggested that it should be nor- 
mal for politicians and central 
bankers to have an open debate 
about interest rates. Many 
Ger man s would allow for only 
one other god besides the Bund- 
esbank at this particular time - 
the ECB. This religion has no 
room for Mr Lafontatoe, except 
as devil-incarnate. 

Christa Randzio-Platb, chair- 
woman of the monetary sub- 
committee of the European Pa r- 
liament says: The Germans and 
the Dutch have no experience of 
a dialogue in monetary policy. 
Such a debate has never taken 
place. The situation is so absurd 
that in Holland a member of cen- 
tral bank council is legally 
barred from walking into the par- 
liament” 

Due to relentless German pres- 
sures, the ECB is modelled 
closely on a German blueprint 
obsessed with inflation, jealous of 
its independence and suspicious 
of elected politicians. Established 


by a treaty, the ECB is one of the 
most independent central banks 
ever created. Its executives are 
free of political influence, and 
they can serve only a single 
term. The ECB cannot bail out 
defaulting governments. The 
ECB must pursue price stability 
to the exclusion of all other eco- 
nomic objectives. It determines 
both the definition of price stabil- 
ity and the means by which to 
achieve it There is no way to get 
rid of Mr Duisenberg and his col- 
leagues, unless they show sign of 
gross incompetence or mental 
incapacity - both easy to observe 
but difficult to prove. 

Today’s German leaders are 
now trying to dismantle the beast 
that other German politicians 
created. It will not be easy. The 
Maastricht treaty, which con- 
tains the legal blueprint for the 
single currency, is firmly on the 
side of the central bankers. And 
since Europeans have turned out 


‘In Holland a 
member of the 
central bank council 
is legally barred from 
walking into the 
parliament 1 


to be relatively law-abiding. Mr 
Lafontatoe would find himself in 
a weak position except for two 
lucky breaks. Politicians are to 
charge of exchange-rate policy, 
and they appoint the central 
bankers. 

Under the Maastricht treaty, 
the 15 European governments 
must agree unanimously if they 
want to set up a formal 
exchange-rate regime. But they 
need only a qualified majority to 
lay down a less drastic “general 
orientation" for the exchange 
rate: Euro-speak for the creation 
of informal exchange-rate target 
zones. 

That is what Mr lafontatoe is 
after. He wants target zones to 
prevent excessive currency fluc- 
tuation of the world’s leading 
industrial countries, notably the 
euro, the dollar and the yen. Hie 
central bankers oppose them 


because the obligation to inter- 
vene in the foreign exchange 
markets might interfere with 
their price stability objective. 
The L’S administration also 
opposes target zones, but its posi- 
tion may change in the event of a 
rapid decline in the dollar. 

Mr Lafontaine’s second court 
card is the appointment of the 
next president of the Bundes- 
bank. Hans Tietmeyer. the 
incumbent and a close associate 
of former Chancellor Helmut 
Kohl, is due to retire next 
August. The appointment is criti- 
cal because the German banker 
at the ECB is likely to carry more 
weight than anyone else. The 
surest way to influence policy on 
the euro is to appoint someone 
you like as head of the Bundes- 
bank. The search for a replace- 
ment is already on. 

Under the German Basic Law, 
the Bundesbank president is 
appointed on recommendation of 
the chancellor. But Mr Lafon- 
tatoe will have a strong, if not 
overriding influence an the nomi- 
nation. There are several poten- 
tial candidates, including some 
loyal SPD lieutenants, such as 
Edgar Meister. a member of the 
Bundesbank’s directorate, and 
Ernst Welteke. president of the 
state central bank in Hesse. Both 
were former SPD state finance 
ministers with finely tuned politi- 
cal antennae. 

If Mr Lafontatoe wanted real 
change, he could deploy a devas- 
tating weapon: the appointing 
Heiner Flassheek, his closest eco- 
nomic adviser and currently 
state-secretary in the finance 
ministry, as the next Bundes- 
bank chief. 

A former chief economist of the 
DIW economic institute to Berlin, 
Mr Flassbeck is an economist 
with strong neo-Keynesian lean- 
ings. who to the past has been 
one of the Bundesbank’s fiercest 
critics. The hostility between Mr 
Flassbeck and the Bundesbank is 
both visceral and mutual. If this 
were to happen, it would trans- 
form the battle from one in 
which a beseiger (Mr Lafontatoe) 
is trying to storm the castle from 
the outside, to one in which he 
has someone inside the baronial 
hall working on his behalf. 

At this point, Mr Flassbeck is 
not a real candidate for the job. 
but it is the thought that counts. 


OBSERVER 


Millennium bugs 
head for the sun 

After a tough election campaign, 
you could easily forgive American 
politicians for spending the 
weekend relaxing. So all credit to 
the House of Representatives 
Government Reform and 
Oversight Committee, which Is 
getting straight back to work 
today. 

The committee chairman is 

Dan Burton from the conservative 
farming state of Indiana, where 
folks ffice to make sure that tax 
doflars are wisely spent The 
maverick Republican has made a 
name for himself this year with 
ovar-the-top attacks on BIU 
Clinton over the Lewinsky affair - 
tie once called him a “scumbag”. 

Today Burton and his 43 
committee colleagues are getting 
stuck into the Y2000 problem, 
"Lessons to be Learned from 
State and Local Experiences'*. 

Not that any of the 
representatives are local to the 
meeting's venue - Honolulu, the 
capital of Hawaii, where the 
I temperature at the weeked is 
I forecast to touch 85°F. 

The representatives ere due to 
j start their labours on behalf of 
I the taxpayer at 8am. Could be a 
i long meeting. 


Out of puff 


Maybe the tobacco lobby in 
South- Africa would have found 
cultivating potential allies a better 


way of heading off the country’s 
tough new anti- smoking law than 
banging on about it being 
undemocr ati c and 
unconstitutional. 

Thabo Mbeki, the 
pipe-smoking 

preskiert-rn- waiting, might have 
been sympathetic. As might 
those politicians who took 
advantage of a ftve-minuta break 
In the tobacco bill debate to 
have an ilBdt puff under a 
staircase in parliament 

One intriguing question is 
whether South Africans wealthy 
enough to employ maids will be 
allowed to smoke in their own 
homes. The bill bars the weed 
from places of employment. 

Backhand return 

A fortnight after receiving Spam’s 
highest sporting honour - and a 
Pta5m ($35,000) prize - tennis 
star Arantxa SSnchez Vfcalo fa 
being chased for 80 times that 
sum by the Spanish taxman. 

When she won the Prince of 
Astitoas pres for sport - in the 
footsteps of Sebastian Goe. 
Martina NavratHova and Cart 
Lewis - she said the dream of 
her life had been fulfil led. But she 
may have spoken too soon. 

The inspectors, who are not 
pressing criminal charges, are 
claiming almost Pta400m for the 
years between 1989 and 1993, 
when Spain's youngest-ever 
tennis champion had setup 
home In Andorra. 

They argue that unless she can 


prove she was actually riving in 
the mountainous enclave 
between Spain and France for 
183 days a year, she should pay 
Spanish tax. They recognise, 
however, that she efid pay tax in 
various places on the $5m she 
earned from playing in official 
tournaments during that period. 

The government is making life 
harder for people basing 
themselves in tax havens, a 
popular dodge for Spanish tennis 
players and opera stars. 

But education and culture 
minister Esperanza Aguirre, who 
is responsible for sport, was 
anxious to avoid any damage to 
the Image of a sportswoman who 
had brought Spain “many 
successes”. 

The tax dispute, she said, was 
a misunderstanding. 

Body shock 

It's hard to break a campaign 
promise within 24 hours of 
getting elected. But Minnesota 
governor-elect Jesse Ventura 
managed that yesterday, and it 
looks /Ike it's something the 
midwest state’s voters might 
have to get used to. 

Ventura, a former professional 
wrestler, whose moniker in the 
ring was ‘The Body", had 
promised a spectacular descent 
to the state capitol in St Paul's 
from a helicopter. Voters might 
not mind too much that that 
didn't come off - but they might 
mind more If his tax refund plans 
don’t materialise. 


The shaven-headed radio talk 
show host and horse breeder - 
who now wants to be known as 
“The Mind’ - Inflicted three falls 
and a submission on Democrat 
Hubert Humphrey, son of a 
former vice-president, and 
Republican Norm Coleman. 

During the campaign, Ventura 
said S4bn of taxpayers' money 
was being “held hostage" by the 
politicians in St Paul's and 
should be given back. 

But now he’s saying the money 
has all been spent Asked how 
this affected his handout plans, 
he replied simply: “Oh sheash." 


Abby sees 


Abby Cohen, the persistently 
bullish market strategist from 
Goldman Sachs, had good news 
for the brokers and investment 
managers at tills year's annual 
meeting of the Securities Industry 
Association in Boca Raton, 
Florida. 

Not only is she still upbeat 
about the US market She thinks 
active managers, who have 
underperformed index-trackers 
for an embarrassingly long 
stretch, are about to have their 
day to the sun after the recent 
market turmoil left some stocks 
“notably undervalued”. 

Cohen's bosses must be 
crossing their fingers that she’s 
right - and that they might be 
able to revive Goldman’s initial 
public offering, which was pulled 
due to the aforesaid market 
turmoil. 


Until the nomination hi derided, 
central bankers will be Jockeying 
for position, or at lcasl trying not 
to offend Mr Lafontaine too 
much, in public anyway. One 
example of disarray to the Bund- 
esbank came this week, when 
Hans-Jilrgen Krupp. a regional 
state central bunk president, said 
in a newspaper interview that it 
was the overriding responsibility 
of the central bank to support the 
government, once price stability 
has been achieved. Not all of hU 
colleagues would put it quite like 
this. 

The dispute is far from over. 
This row has a different quality 
from previous disagreements 
between the government and the 
Bundesbank - such as last year’s 
dispute over Germany’s gold 
reserves or earlier policy dis- 
agreements in which the govern- 
ment usually came out a poor 
second. Nobody knows whether 
the European public will support 
the ECB in the same way as the 
German public supported the 
Bundesbank. The French or the 
Italians, for example, may be 
more concerned about the eco- 
nomic slowdown than about a 
sudden rebound to inflation. 

With European inflation rates 
converging towards zero, the cen- 
traT bankers are coining under 
pressure from all comers to cut 
interest rates below the current 
European benchmark level of 3.3 
per cent. Europe’s central bank- 
ers have justified their reluctance 
to cut rates further fay blaming 
the failure of some peripheral 
European countries to reduce 
rates to the Franco-German 
benchmark. Their critics reply 
that this is using one mistake to 
explain another. 

European governments have 
been elected recently on a clear 
mandate for political change. 
They confront an extremely inde- 
pendent central bank that may 
not respond to their demands. 
This potentially irreconcilable 
conflict win not necessarily end 
by undermining the indepen- 
dence of the ECB. But the argu- 
ments have already meant that 
the bank will not inherit the 
unquestioned public authority of 
its model, the Bundesbank. And 
they could prove unsettling for 
the new single currency 
as soon as it is launched on 
January 1 1999. 
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50 years ago 

U.S. Television Expansion 
New York, Nov. 5. American 
television to all its aspects is 
growing so fast that it is 
exceeding its own ability either 
to transmit or receive. On the 
transmitting side, applications 
for use of the limited number 
of channels have come in so 
fast that the Federal 
Communications Commission 
has shut down completely on 
processing or granting of any 
further licences “for perhaps 
six months." The Commission 
Is considering moving into 
ultra-high frequency ranges 
where 65 channels are 
available to contrast to the 
present 12 to the range from 
44 to 218 megacycles. 

Canada's Trade Outlook 
Ottawa, Nov. 5. Mr. Truman’s 
election to the U.S. Presidency 
makes the outiook much more 
hopeful for trade revisions 
needed by Canada, official 
circles say. "We want the way 
eased for our secondary and 
manufactured goods, not 
merely an open door for 
Canadian raw materials," a 
Government trade spokesman 
declared. He hinted that 
Canada will press for a 
reduction of tariffs and a new 
trade treaty. 
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Bundesbattle 


At one level, the Interest rate debate 
between Germany’s politicians and cen- 
tra] hank ers is harmless enough- Who can 
be surprised that the new political elite 
should want to flex its muscles? Odds are 
it mil calm down soon. True, there Is a 
genuine difference of opinion- But inas- 
much as the idea Is to distance the gov- 
ernment Cram the effects of any down- 
turn, the message has been sent. There is 
also evidence of a backlash among a Ger- 
man public who trust their Bundesbank 
more than their politicians. 

it is anyway moot whether Germany 
□eeds to cut rates. A real interest rate of 
just over 2 per cent is hardly onerous 
when healthy growth is still expected 
□ext year. Moreover, the likelihood of the 
Bundesbank cutting rates is in inverse 
proportion to the political pressure it 
faces. 

Next year the picture may change. The 
fledgling European Central Bank will not 
be as robust as the Bundesbank. The sta- 
bility pact looks sure to be honoured in 
the breach- At the very Least, the yield 
curve is likely to steepen. But what of the 
currency? Loose fiscal, tight monetary 
policy is a recipe for a strong currency. 
But monetary policy is not tight, nor soon 
likely to be. And leftist politics married to 
a new central bank will surely invite 
investors to attach a risk premium to the 
euro, no matter Its strong fundamentals. 
This may not be the Issue of the day, but 
it is moving centre stage. 
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Microsoft 


What should Microsoft do with its cash 
pile? At over $l7bn it is one of the largest 
in corporate America and growing at 
roughly *2bn a quarter given the software 
maker’s prodigious cash flow. 

Ideally, the group should plough this 
money back into its business since its 40 
per cent return on equity far exceeds its 
cost of equity. However Microsoft is 
already investing furiously, with R&D 
spending running at 16 per cent of reve- 
nues. 

It could step np its share repurchases, 
currently running at S500m a quarter, 
though at a price/earnings ratio of 45 
times they are hardly cheap. Or it could 
start paying dividends, though many tech- 
nology companies baulk at doing so, since 
investors think it signals slowing growth. 


In any case, none of these remedies would 
more than dent the cash hoard. 

To do that would take a big acquisition. 
This is the nub of Microsoft's dilemma. It 
regularly snaps up small companies and 
there has been speculation that chairman 
Bill Gates is keen to buy an entertain- 
ment company or expand into the process- 
ing end of financial services. There are no 
rules preventing this. But ever since the 
government undermined Microsoft's 1965 
attempt to buy rival software group 
Intuit, the company has fought shy of 
making large acquisitions. 

While its anti-trust trial remains unre- 
solved, Microsoft may want to keep its 
powder dry. But in the long run. there is 
no excuse for r unning such a flabby bal- 
ance sheet. If Microsoft cannot deploy its 
cash elsewhere, it should consider hand- 
lng back a large chunk - say JlObn - in a 
one-off payment to shareholders. 


Shell 


UK markets 


Half a point off rates and the FTSE 1 00 
Index falls nearly 150 points. Surely some- 
thing wrong? Not really. The market has 
just enjoyed a rally of nearly 1,000 points 
on the back of confidence that the global 
financial system is not about to implode. 
But the outlook for corporate profits is 
still poor - as this week's bad news from 
the likes of Shell and Marks & Spencer 
shows. Even without buying gloomy pre- 
dictions of recession, earnings will be 
lucky to grow this year or next Moreover, 
the UK market - like US and continental 
European ones - is still expensive. 
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FT WEATHER GUIDE 


Europe today 

North and central Scandinavia wiU 
have sleet and snow showers which 
will be heavy and prolonged In 
places. Southern Scandinavia win 
have heavy rain. The Low Countries 
win be cloudy with rain, Germany, 
Austria, Switzerland and France win 
be dry with sunny spate. Southern 
Spain, the Costa del Sol and Costa 
Blanca will be cloudy with heavy 
showers. The rest of Spain and 
Portugal will be dry with sunny 
spells. Southern and central Italy 
will have rain which will be heavy 
with thundery downpours In places. 
The eastern Mediterranean will be 
dry with sunny spate. 

Five-day forecast 

Heavy showers in the Mediter- 
ranean will movtj oast over the 

weekend then dear. The western 
Mediterranean win be the but rain 
will move in next week. North and 
central Europe wfll see spells of rain 
moving In tram the Atlantic. 
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Move to boost investment 


Where do rates go from here? Probably 
to as low as 5 per cent. With rates at 6% 
per cent, the Bank of England is still 
r unning a moderately tight monetary pol- 
icy. After aU, if the Bank continues to hit 
its 2'/i per cent inflation target, rates 
should average roughly 5 per cent over 
the economic cycle, assuming real interest 
rates of 2'A per cent But that does not 
mpflr) they can be slashed quickly sinra 
the economy needs to slow a touch. More- 
over, sharp cuts now could trigger a fur- 
ther slide in sterling, refuelling concerns 
about inflation.. 

There are two ways rates can come 
down. Either because economic prospects 
deteriorate - in which case the Bank 
could cut them rapidly to even below 5 
per cent without taking risks on inflation. 
The alternative, more likely scenario, is 
that the economy ticks along but at a 
slaw pace. Rates could still eventually foil 
to 5 per cent but not as fast 


in emerging economies 

US agency extends political risk insurance to bond investors 
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By Nancy Pimm in Washington 
and Jeremy Grant in London 


Shell's third quarter results were never 
likely to make pretty reading given the 
September profit warning. But with a 56 
per cent foil in earnings - against just 23 
per cant at Exxon and 35 per cent at 
British Petroleum - Shell appalled even 
jaded pessimists. Returns on capital 
employed for the year to September have 
now slumped to just 9J! per cent, against 
12.1 per cent a year ago and the 12-L2L5 per 
cent target for 1968 as a whole. 

The challenge will be to milk the crisis 
to accelerate internal changes. An 88 per 
cent drop in chaminak earnings - despite 
82bn capital investment - and losses in 
US downstream gas operations indicate 
the magnitude of the task. 

Recent moves to blast away the 
national baronies that are slowing Shell's 
responsiveness axe a start, as is the 2D per 
cent manpower reduction in US explora- 
tion and production. 

But this alone will not rekindle inves- 
tors' enthusiasm for the stock. Sticking 
firmly to the target of 15 per cent return 
on capital employed by 2001, which was 
set when oil sold for $1B per barrel, would 
be a well-rewarded display of manage- 
ment grit Otherwise, with gearing under 
20 per cent and Dutch tax laws possibly 
becoming less unfriendly, a chunky buy- 
back is in order. 


A US government-backed agency has 
joined Japan in attempting to boost 
investment in emerging economies 
by providing protection to interna- 
tional bond investors. 

The Overseas Private Investment 
Corporation (Opic), which provides 
insurance for private investment 
overseas, said it would extend its 
political risk insurance to investors 
In bonds issued to finance projects 
in emerging economies. 

Earlier this week, Japan said it 
would co-operate with the World 
Bonk and Asian Development Bank 
by providing guarantees for bonds 
issued by governments of troubled 
countries in Asia. 

The moves are seen by economists 
as part of the efforts by the Group of 
Seven industrialised nations to pro- 
tect well-run emerging market econ- 
omies from potential ffrmnrriai crises. 

Opic hopes that by offering politi- 
cal insurance, it will encourage 
international investors back into 


bond financing. Before the Asian 
financial crisis, this was one of the 
most papular ways for emerging 
countries to finance projects such as 
gas pipelines and power stations. 

Bonds generally offer more flexible 
terms than flngnHng backed by the 
more traditional export credit and 
multilateral agencies. They also pro- 
vide borrowers with loans of longer 
maturities and are thus more attrac- 
tive for economic planners. 

However, investor appetite for 
such bonds has been poor in the 
wake of global financial turmoil and 
many projects crucial to stimulating 
economic growth have had to be 
abandoned. 

“Because the bumps in the road In 
the global economy have made 
Investors skittish, bonds are increas- 
ingly the only vehicle for project 
investment," said an Opic spokes- 
man. "But there has been a lot of 
hesitation because of the political 
uncertainties. It Is these we are try- 
ing to address.” 

Coverage erf these capital markets 
transactions wfll follow Opic’s stan- 


dard political risk insurance options; 
political violence, expropriation and 
currency inconvertibility , The com- . 
of the insurance would vary accord- 
ing to the country, project and life erf 
the borrowing. The insurance don 
not address commercial risk of pro- 
jects, which must continue to bci 
borne by the private sector. 

Opic said it was already working ' 
on new projects that might need 
such coverage, including offshore oil 
development in Africa, n small bust*;', 
ness project in Turkay and a gas-pro- 
cessing project in Venezuela. 

Kent Rawey, head of project 
finance at Freshfields lawyers in. 
London, said the Opic coverage 
would probably not help in countries 
where It was still unclear whether 
sound economic recovery was on the 
way - such as Indonesia. 

“But in emerging countries where 
the crisis is not so severe - Thai- 
land. the Philippines and in Latin 
America - 1 think it's going to be 
quite helpful,” he said. 
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Capital markets, Page 32 


Western banks reduce yen 
deposit rates to below zero 


By GJBtan Tatt in Tokyo 
and Edward Luca In London 


Leading western banks have cut 
their yen deposit rates to below zero 
in the last few days in the strongest 
indication so for of growing anxiety 
about the solvency of their Japanese 
counterparts. 

The three-month London Inter- 
bank Offered Rate - the rate at 
which banks lend to each other - 
remained positive for Japanese yen 
yesterday at 38 basis points ((L39 per- 
centage points), although this was 
the lowest level yet recorded. 

However, some banks, such as JP 
Morgan and Barclays Capital would 
only accept yen deposits at negative 
nominal rates of interest. 

Bankers said that this reflected 
the foct that depositors, including 
other Japanese banks, were unwill- 
ing to place their money with Japa- 
nese banks owing to fears about 
their declining creditworthiness. 

Depositors were willing to accept 
the sub-zero Interest rates on offer 


owing to the lack of other destina- 
tions for their yen assets. 

All the alternatives - the Japanese 
stock market, Japanese government 
bonds or deposits with Japanese 
banks - were either too low-yielding 
or too risky, said bankers. 

At the same time, western banks 
have little demand for yen assets 
and are consequently offering puni- 
tively low and even negative rates. 
"The foct that people are willing to 
accept negative interest rates in yen 
is an alarming reflection on the state 
of the Japanese economy, 1 ' said a 
banker in London. 

The swing is thought to represent 
one of the first times that any inter- 
national market has recorded nega- 
tive interest rates in recent history. 

According to the British Bankers 
Association, which calculates Libor 
an a daily basis, Barclays Capital 
has offered rates of minus 3 basis 
paints for two to three month lend- 
ing this week, while J P Morgan has 
offered rates as low as minus six 
basis paints on yen deposits. 


Traders report that these “open” 
rates may be overstating the situa- 
tion, since even lower rates have 
been privately agreed between some 
Japanese and European hanks in 
recent days. 

The slump in yen deposit rates 
also reflects the growing problems 
faced by Japanese banks and compa- 
nies in raising dollars in overseas 
markets, ahead of the end of the 
calendar year. 

In particular, some Japanese 
banks are now so desperate to raise 
dollar funds that they ore agreeing 
to swap yen for dollars at increas- 
ingly disadvantageous rate. 

Another sign of the swing has 
occurred in the Tokyo-based market 
for yen treasury bills, government- 
backed short term securities. Onl 
Wednesday the yield on the six- 
month bill briefly dipped to 0 par 
cent although it rebounded slightly 
yesterday to dose at 1.5 basis points, 
a historic low. 




1 W. . u. 


Bonn plan, Page 3 


W.& J. 

Graham's 


apt -A 

, ... ^jjrjr 

Iff 

£#• • 

.-J& 

. -.rt.-' : »sA -il 


ESTABLISHED 1 B J O 


7-. 5 - 

. . ‘ J - 'U -_ 

- - ‘7 5. t ’•-« 




=:v- ' -7- -VF 


Consummate (kans 
tquinte essence - medX.^j 
‘fifth essence* of andC|l 
the substance of whicLKH 
composed. 2. The nU 
a highly refined esseB|g 
alcoholic tincture obtaHpH 
or most perfect 
most perfect embodiil^W 
of persons, etc. 
highest perfection or 
liable to sin; (of thinL'i^--. 
surpassing, so impre* 


V9«? 


PftAHAMlS 


““ *■-: MALVEDOS 

surpassing, so impre :> 

Quintessence n. Tt 

form or manifests tic zC* ^£Srr.«T 


I [- Fr. quintessence, 
b essence.] 1. The 
r, supposed to be 
avenly bodies were 
of any substance; 
Ider chemistry, an 
1576. b. The purest 
lality 1570. c. The 
—3 of a certain class 
- Consummate; of the 

1 as. e. Impeccable; not 
- . 3S- L Sublime; exalted 

pire awe or wonder. 
P rest or most perfect 

). Quintessential a. 


Hy 

get 


.s?J 

.’.•feu'-W* 

K f “Sii-'.T zT 
' C -i •'? 


-■j. **}• W-fl 


t*. ^ 

■■ St si - ••Tr.g.- =&■ 





on 






























• a * 





wvestta 


BUILDER 
CENTER / 



r^Kvi 

itTufir 








: v‘ 






COMPANIES IN THIS ISSUE 


ANA 24 Hyundai 

Abbot Laboratories 9 IBM 

Aerospatiale 1 J & L Specialty Stect 

Aggregate Industries Zi Johnson & Johnson 

Airbus 7 Kft PP a! 

Amazon.com 26 ^ 

America Online 26 Marta and Spencer 

AntoBn-lrausa 9 M!cro *> cu8 

Vas-Serono 22 

_ Mitsubishi Metois 
BAT a 

3 ^ *, Motorote. 

3ancoCofiBC 28 nab 

3anco del Parifico 26 

********* 28 National Power 

3ames & Noble 20 

aertelsmenn 26 

3 *°O en 22 PIC hTtamattonal 


ANA 

Abbot Laboratories 
Aerospatiale 
Aggregate Industries 
Airbus 

Amazon.com 
America Online 
AntoBn-lrausa 
Vae-Serono 
BAT 

Banco Coffee 
Banco del Padfico 
Banco Popular 
Barnes & Noble 
Bertelsmann 
Biogen 


Boston Scientific 
3rtttoh Aerospace 
3rttJsh Airways 
British Mkfland 
3MS Energy 
2hase Manhattan 

Citigroup 
JTE Energy 
3asa 

3ean Corp. 
diamond Multimedia 
■DS 

•mbraer 


Batcher ChaBenge 
ronci Motor 
36s de Portugal 
Seron 

Suangzhou investment 
■tefifax 

tBVMWKI 
towteTt -Packard 
■fitaert 

fubco 

typoStaretnabsnk 


CROSSWORD, P® 9 ® 34 


MARKET STATISTICS 


■Annual reports eta 

gneftmartt Gwt bonds 
ond futures and options 
oM prices and jMde 
ommodWes prices 
Mends announced. JJK 
MS airency tans 
jm prices 
mbacti prices 
xnd Intaast takas 
1KSP-A Wartfl Mesa 

TSEGoMMnKbdn 


&& E^argbigiteW btn ris, ® 

32 FTSE Actrariefl share Mess AB 
x foreign exchange » 

32 GBISpriCM “ 

u London Mare service 38,39 
L, Managed flmdaawto 3S ^E 
" Money mortals Jj? 

5 New W bond tesaas » 

" Reeartftew*.W * 

32 ant-tan W rata S3 

32 Skta maritta at a gfcns 43 
<1 us Merest reta ® 

tt \fcrtd stock nntas « 


LA* 


-S FINANCIAL TIMES 


COMPANIES & MARKETS 


©Ttt FflMNCUL TMES (JSlm 10M 


FRIDAY NOVEMBER 6 1998 


Week 45 


Quality Transportation Solutions 


DAF*Peterbift*Kenwortft*Foden 


www.paccar.com 


Weill defends progress of Citigroup tie-up 



Tracy Corrigan to Boca Ratal 

Sandy Weill, co-bead of 
Citigroup, the financial ser- 
vices giant formed by the 
merger of Citicorp and Travel- 
ers Group, conceded yesterday 
that the corporate sides of the 
merged businesses were “fust 
not getting it together”, prior 
to Sunday's management 
r eshuffl e 

But lie defended the group's 
overall progress, noting “we 
have been together less than 
one month". 

Mr Weill was speaking pub- 
licly on the issue for the first 
time since the surprise resjg- 


Co-head admits failings in corporate sides of merged businesses 


nation of Ja mie Dtokm, presi- 
dent of Citigroup and Mr 
Weill's longtime protogfi, 
which caused Citigroqp’s stock 
to tal] on fears that the imple- 
mentation of the merger had 
run into problems. 

Mr Dimon ran Salomon 
Smith Barney, the investment 
banking and brokerage unit of 
Travelers, in conjunction with 
Deryck Monghaw Mr Dimon, 
Mr Maugban and Citibank’s 
Victor Menezes had been given 
the task of bringing together 
Citibank’s corporate banking 


business Salomon Smith 
Barney. 

Mr Dimon left the company, 
despite being recently 
appointed president, because 
“tt didn’t work," said Mr Weill, 
answering press questions 
after a speech at the Securities 
industry Association's «m«i 
meeting in Boca Raton. Flo- 
rida. He said he believed the 
parting to be in the best inter- 
ests of Mr Dimon and the com- 
pany. “The consume? side has 

come together really smoothly. 
It is the biggest money-earning 


part of our business,” said Air 
Weill. But he said that while 
there was a blending of cul- 
tures on the retail sid? of the 
business, “unfortunately that 
wasn’t happening in the con- 
solidation of Citi’s global rela- 
tionship bank with Salomon 
Smith Barney.” 

However, he said that the 
new management team - Mr 
Menezes and Mike Carpenter, 
a Travelers executive who 
once ran Kidder Peabody - 
“will be able to put them 
together in some of the emerg- 


ing markets around the world, 
where they should be 
together". The exact details of 
the worldwide meshing of the 
two sides will be decided in the 
next few weeks but is expected 
to result in a closer integration 
than originally foreseen. 

He said that dissatisfaction 
about the execution of (be 
merger on the corporate side 
emerged at a meeting of senior 
executives two weeks ago. The 
message from eight focus 
groups. Mr Weill said, was that 
there was a need to get rid of 


bureaucracy and give author- 
ity tu stall in the field, and to 
put the corporate banking 
operations together. He also 
said that executives felt that it 
was noceswiry to focus un a 
small number ol possible 
opportunities for expanding 
the business. 

He added that recent market 
turmoil hnd “validated” the 
reasons for the merger. One 
reason for approaching Citi- 
corp was his belief that “we 
noreirii a much stronger equity 
capita) base so that next time 
In market dislocation) happens 
it would be an opportunity not 
a catastrophe.'* he said. 



Shell’s shares 
drop on 56% 
profits tumble 


Stored but not rirafcw: Hypo V cr tasb en k wn executive* Baerlwd Ma rt in i (toft) and Atoracht Schmidt regret thafr *001160 etoay ocrnorrt 1 

HypoVereinsbank chiefs end dispute 


By Tony Barber in Frankfort 


A public dispute between two 
top executives at Germany's 
second biggest bank ended 
yesterday when Albrecht 
Schmidt, chief executive of 
Bayerische HypoVereinsbank. 
and Eberhard Martini, a mem- 
ber of its supervisory board, 
settled a quarrel over property 
deals. 

HypoVereinsbank, formed 
from the merger this year of 
Hypo-Bank and Vereinsbank. 
both of Munich, said Mr 
Schmidt and Mr Martini 
regretted the quarrel over the 
property deals, which caused 
the bank last week to 
announce an unexpected 
DM&5tm ($2Llbn) in risk provi- 


sions. It said they would work 
together to biaire 3 success of 
the new bank. 

The dispute erupted when 
Mr Schmidt, the former 
Vereinsbank chairman, 
accused former Hypo-Bank 
officials of having overvalued 
real estate projects, mainly to 
eastern Germany. He said he 
was “deeply shocked at mis- 
takes of this magnitude'’ and 
promised that heads would 
rolL 

Mr Martini, former Hypo- 
Bank chairman, reacted 
angrily to Mr Schmidt’s 
charges, which he said had 
“dragged my professional exis- 
tence through the mud”. He 
also described Mr Schmidt as 
unfit to run a bank. 


-Yesterday’s statement did 
not make clear whether 
HypoVereinsbank intended to 
revise its risk provisions, or 
whether Mr Schmidt was 
retreating from his promise to 
force resignations from the 
bank’s management board. 

The statement said only that 
Mr Schmidt and Mr Martini 
had met for “a long and good 
chat" and that both believed 
Hypo-Bank’s, merger with 
Vereinsbank had been the 
right decision. “Both reacted 
emotionally to connection with 
valuation differences. They 
regret the public disagreement 
and firmly want the two banks 
to grow together.” 

However, the bank appeared 
to face problems from another 


quarter after prosecutors in 
the northern city of DOsseldorf 
disclosed that they had been 
investigating Hypo-Bank since 
early 1997 to connection with 
alleged property fraud. 

Hypo-Bank had financed the 
purchase of about 100,000 prop- 
erties, which were later sold at 
prices alleged by some real 
estate investors to be overval- 
ued, the prosecutors' office 
said. 

The investigation centred on 
complaints from investors 
about a property company 
called AFR, which had busi- 
ness links with Hypo-Bank. 

It was unclear to what 
extent this investigation was 
linked to the dispute between 
Mr Schmidt and Mr Martini. 


By Robert Corzine In London 

Royal Dutch ‘Shell, tbc 
Anglo- Dutch oil group, yester- 
day reported a 56 per cent 
collapse in third-quarter net 
profits to SMlm. in a "disap- 
pointing” performance that 
was for worse than analysts’ 
forecasts. 

Shares in Shell Transport 
and Trading, the London-listed 
arm of the group, fell 5 per 
cent to close down 21'=p at 
354' rp. 

Analysts that had down- 
graded earnings’ forecasts In 
September after a profits' 
warning said they were 
“shocked" at the scale of the 
damage that was inflicted by a 
combination of factors, includ- 
ing the steep drop in crude oil 
and petrochemical prices, the 
Asian recession and the pros- 
pect of a slowdown in the 
global economy. 

Mark Moody-Stuart, the 
chairman of Shell’s collegiate 
committee of managing direc- 
tors. admitted that “it was not 
easy to look positively” on the 
results. But he said Shell 
would disclose in December 
some steps to improve perfor- 
mance. including possible dis- 
posals and other changes to 
the company's asset line-up. 

“We have to move faster and 
take action in areas where 
we’ve been content in the past 
to merely modify or incremen- 
tally” deal with problems, he 
said. 

Mr Moody-Stuart promised a 
“dispassionate and fundamen- 
tal" review of Shell’s sweeping 
asset base, and said new pro- 
jects would have to qualify as 


"spivial opportunities" to 
secure funding. 

He also vowed that Shell 
would use the poor results us .1 
catalyst for further change m 
the group's traditional, consen- 
sus-driven culture. 

The integrated oil sector has 
been hit hard by falling 
demand in Asia and oil prices 
a third below last year’s level. 
Rut analysts said Shell’s quar- 
terly performance showed it 
had slipped even further 
behind Exxon of the US. 

Chemicals was the hardest 
hit segment, with an SS per 
cent slump in net profits to 
S27in in spite or several years 
of restructuring in the divi- 
sion. Mr Moody-Stuart said key 
elements of that restructuring, 
such as the Mantell joint ven- 
ture in Italy, "still need 
looking at". Some chemical 
businesses will be sold. 

Exploration and production 
profits fell 69 per cent to 
$288m. as low crude prices 
were compounded by a I per 
cent fall to oil volumes and a 4 
per cent decline in natural gas 
sales. 

The downstream oil prod- 
ucts business suffered least, 
with a 6 per cent foil In net 
profits to $489m, as “severely 
depressed” refining margins 
and lower volumes in Asia 
were "more than offset" by 
higher marketing earnings in 
Europe and Latin America. 

Gearing, at 19.6 per cent, 
remains low in spite of the 
poor performance and a 2 per 
cent rise in capital spending to 
S3.46bn. 
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Hyundai’s takeover of Kia 
gets green light from banks 
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By Joha Burton In Seoul 

Creditor banks for Kia 
yesterday unanimously 
approved Hyundai's takeover 
af the troubled South Korean 
vehicle group in spite of its 
demand for large debt write- 
offs. 

Hyundai, Korea's largest car- 
maker. won an International 
auction last month for Kia in 
competition with Ford Motor 
of the US and the Korean car- 
. makers Daewoo and Samsung. 

The banks persuaded Hyun- 
dai to lower its demand for the 
writeoff of principal debt from 
Won7,800bn ($5.6bn) to 
Won7,l70bn. Hyundai will 
repay Kia’s remaining princi- 
pal debt of Wonl^OObn by 2008 


in addition to its purchase 
price of Wonl^OObn. 

Creditors estimated Kia’s 
total debt at Wonl3,90Qbn, 
including interest payments, 
much of which will be for- 
given. 

The banks agreed that Hyun- 
dai could renegotiate the debt 
write-off if it discovers that 
Kia’s debts exceed by more 
than 10 per cent the stated 
amount once an asset evalua- 
tion is completed by November 
17. 

Hyundai is also demanding 
soft loans of Won3,100bn to 
help finance the purchase. The 
government has opposed the 
demand as it could violate 
Korea's promise not to subsid- 
ise ailing Industries under its 


International Monetary Fund 
rescue progr amme . 

Creditor banks had initially 
threatened to block the deal 
because they opposed Hyun- 
dai’s debt write-off demand, 
but the government threat- 
ened to liquidate Kia if they 
did not approve the auction. 

The acquisition will increase 
Hyundai’s dominance of the 
Korean car industry, with an 
annual production capacity erf 
2.5m vehicles, and make it the 
world’s 10th biggest carmak e r. 

However, the move will 
increase Hyundai’s debt bur- 
den, which stood at 2^ times 
equity last year. Analysts are 
concerned that Hyundai will 
also be left with excess produc- 
tion capacity. 


Chase to expand in Europe 
on prospect of LBO surge 


By George Graham In London 

Chase Manhattan, the US 
bank, the largest provider of 
finance to leveraged buy-out 
firms, is- to expand in Europe 
in the expectation of a surge in 
the developing LBO market. 

Chase has moved Thomas 
Walker, cate of the top bankers 
in its high-yield debt division 
is New York, to London to 
bead its acquisition finance 
unit, and is to move more 
people to its European high- 
yield group. Mr Walker wDl be 
responsible for providing fin- 
ancing and advice to LBO 
firms in Europe. . . . 

In spite of upheavals to 
financial markets over the past 
three months, bankers say the 
leveraged finance market has 


not dried up. Corporate 
restructurings such as the 
shake-up. announced by Sie- 
mens are expected to fuel the 
flow of leveraged buy-outs. ■ 

The high-yield bond market 
Is only beginning to thaw out 
after this summer's freeze, and 
investors are starting to be 
more conservative to the per- 
centage of debt finan cing they 
are wflltog to accept Bankers 
say money is available for 
LSOs but at a higher price and 
an stricter conditions than six 
months ago. 

James Lee, vice-chairman in 
charge of Chase’s i n vestme n t 
banking operations, said many 
cf the trends that swept the US 
to the 1980s were starting to 
make themselves felt to 
^urope. As shareholder pres- 


sure increased on manage- 
ments, more companies would 
be restructuring, spinning off 
subsidiaries and buying back 
their shares. 

“1 have had this vision of a 
global leveraged finance busi- 
ness for some years now. Ear- 
lier this year, with tbe 
approach of the euro. 1 felt it 
could be starting to become 
reality,” Mr Lee said. 

Chase has about 28 per cant 
of the LBO market, so its 
expansion In Europe is expec- 
ted to make waves. 

Many large US LBO firms, 
such as Carlyle, Koblberg Kra- 
vis Roberta, Blackstooe and 
Hicks, Musa, have started to 
do deals in Europe, and previ- 
ously dosed national markets 
are starting to open up- 
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RESTRUCTURING ANALYSTS SAY THE GROUP APPEARS TO HAVE WEAK LINKS DESPITE SPI NNI N G O F F BU SI N E SS E S WIT H S ALES OF DM1 7bn 


New lean Siemens may still need toning up 


By Graham Bmriey fn Frankfurt 

Siemens' decision this week 
to spin off one-seventh of its 
vast Industrial empire leaves 
behind a varied portfolio of 
businesses in mixed states of 

health. Now that semicon- 
ductors are to be floated, the 
new Siemens will centre on 
four divisions: information 
and communications, indus- 
try, rail systems and power 
generation. 

While its industrial activi- 
ties - which have already 
been restructured and 
include technologies such as 
automation - are prosper- 
ing, the jury is still out on 
other areas. The principal 
concern is that they operate 
in mature markets offering 
scant potential for explosive 


growth. “There are a couple 
of divisions that are in real 
trouble." said Frank 
Rothauge, analyst at Sal 
Oppenheim in FrankfurL 

Rail systems Is Siemens' 
weakest link, and Heinrich 
von Pierer. group chief exec- 
utive, would probably like to 
sell it. His problem is that 
the present state of the unit 
means he is unlike ly to find 
a buyer, while any merger 
with the two other big 
groups in the field - Adtranz 
and Alstom - is ruled out 
because of anti-competition 

concerns. 

The division, which made 
a loss last year of DMSOOm 
($479m), has been hit hard 
by over-capacity and falling 
prices, which have made 
contracts unprofitable. Sie- 


mens has responded by 
installing a new manage- 
ment team. 

“They want to restructure 
tbe business and then, possi- 
bly one and a half years 

down the road, look for 
someone Interested in buy- 
ing it.” said Jochen Klus- 
mann, analyst at Julius Baer 
in Frankfdrt. 

Information and communi- 
cations is Siemens' biggest 
division. It was shaken up 
earlier this year to combine 
activities .such os mobile 
phones, telecomm unication 
networks and the former Sie- 
mens NLxdorf computer 
business. 

Yet while it has a strong 
position in the traditional 
telecoms switching market, 
it lags behind in state-of-the- 


art internet-based network 
technologies. 

This is where an acquisi- 
tion will come soon. Mr v-m 
Pierer promised. He named 
no names, but be gave an 

indication of where a proba- 
ble target might be located: 
“The real music is not 
playing in Europe. It is in 
the US. in particular Silicon 
Valley.” 

Analysts, however, are not 
ruling out bigger acquisi- 
tions later on. with 3Com of 
the US or Canada's New- 
bridge Networks seen as pos- 
sible candidates. 

Mobile telephones and per- 
sonal computers are other 
problem areas. Both have 
been hit by declining prices, 
and Siemens tried to hive off 
PC manufacturing by selling 


i: in Taiwan's Acer earlier 
Lhis year, but the deal col- 
lapsed. Siemens says it ;? 
seeking a partner in both 
areas, possibly for a merger 
- Fujitsu, of Japan, is linked 
with its PC business. 

■ Siemens lacks critical 
mass, so either it gets out or 
finds a partner. To compete 
it has to spend a lot of 
money, and u is unclear 
whether il is prepared to do 
this." s:iid Mr Klusmann. 

Equally unclear are the 
prospects fur Siemens' power 
plant business. It ran into 
quality problems and it is 
the division most likely to be 
hiL by the slowdown in .Asia. 

On a brighter note, the 
division was recently 
strengthened by the acquisi- 
tion of U’cstinghouse. of the 


L'S. This acquisition will 

incur about DMSOOm of inte- 
gration costs, but the divi- 
sion ts well placed to exploit 
strong demand In the US. 
‘‘We are in the middle of a 
gas turbine boom in tbe US," 
Mr von Pierer said. 

Yet while the Siemens 
chief admitted there would 
be some more minor changes 
to his portfolio, none would 
match the large-scale prun- 
ing unveiled this week. 
“That will be it." he insisted. 

The poor health of some 
parts of his remaining 
empire, however, suggests 
otherwise. Heinz- Joachim 
N'eubiirger. Siemens' new 
shareholder-friendly finan- 
cial officer, and increasingly 
the real power behind the 
scenes, may also disagree. 


Portugal to 
merge state 
energy groups 


Fresh boost for SAS shrugs off competition 

interferon drugs By Tim Burt in Stockholm -n:'. V -r. . 7 77 if. =•' 


By David Riling, 
Pharmaceuticals Correspondent 

The battle for tbe lucrative 
market for multiple sclerosis 
drugs will hoL up today with 
publication of two papers in 
the Lancet, the UK medical 
journal, demonstrating that 
interferon-alpha is an effec- 
tive treatment. 

Ares-Serono will use 
results of its trial to suggest 
that Rebif. its interferon- 
alpha drug launched in 
Europe in May, is more effec- 
tive than rival products in 
slowing progress of MS. No 
drug can reverse the disease. 

The $800m interferon mar- 
ket is led by Biogen. a US 
biotech company, whose 
drug Avonex, launched in 
1996, has overtaken sales of 
Betaseron, the first product 
on the market, which is 
manufactured by Schering of 
Germany. 

Ares-Serono says results of 
the trial will boost sales of 
Rebif, which is formulated 
for higher doses than its 
rivals. Rebif will not cost 
more than other interferons, 
even at higher doses, and 
"gives more bang for your 
buck”, according to Samir 
Shah, marketing vice-presi- 


dent However, it is licensed 
only in Canada and Mexico. 
The drug has been licensed 
in Europe for lower doses, 
but does oot yet have US 
regulatory approval. 

All three market partici- 
pants hope the new data will 
convince doctors to pre- 
scribe interferons more 
readily. A separate Lancet 
paper will show that inter- 
ferons also appear to have a 
beneficial effect on the 
more serious "secondary- 
progressive" stage of MS. 

Richard Hughes, professor 
of neurology at Guy's Hospi- 
tal in London, said the new 
evidence had banished his 
scepticism about the benefits 
of Interferons. 

Of tbe 1.1 m MS sufferers 
worldwide, only about 80,000 
receive treatment Ares-Ser- 
ono said the market could 
more than double to $2bn. 

Biogen. whose only mar- 
keted product is Avonex, 
denied that Rebif posed a 
threat to its position. It said 
its drug, which like Rebif 
was grown from Chinese 
hamster cells, could also be 
formulated for higher doses. 
It said Ares-Serono’s claims 
about dosing were a “red 
herring". 


By Ton Burt in Stockholm 

Scandinavian Airlines 
System yesterday announced 
a 4 per cent increase in 
underlying profits in spite of 
intensffying competition and 
' the impact of labour and air- 
traffic control disruption in 
the Nordic region. 

The airline - 50 per cent 
owned by the governments 
of Sweden, Norway and Den- 
mark - said strong growth 
in domestic traffic and 
steady demand among full- 
fare passengers helped lift 
operating profits from 
SKr3.12bn to SKr3.26bn 
($415m) in the nine mouths 
to September 30. 

Turnover rose from 
SKr28.7bn to SKr30.1bn. 

Although profits dipped 
11 per cent to SKrl.05bn In 
the third quarter. SAS pre- 
dicted that rising demand in 
the fourth quarter and syn- 
ergy benefits from Us mem- 
bership of the Star alliance 
would help lift full-year prof- 
its by 16-20 per cent 

The relatively optimistic 
outlook contrasted sharply 
with worse-than-expected 
third-quarter figures this 
week from KLM of the 
Netherlands and a cautious 
statement yesterday from 
British Airways on traffic 
yields. 






pH 


Steady efimb: profits edged up 4% at underiymg level 


Nevertheless, Jan Sten- 
berg, SAS chief executive, 
expressed dissatisfaction at 
SAS’s rising operating 
expenses and warned of fur- 
ther restructuring. 

“It has become clear that 
the ambition to reduce unit 
costs in 1998 will not be real- 
ised," he added. "Although 
extraordinary circumstances 
and non-recurring costs are 
partly to blame, the underly- 
ing cost development has 
been too high and will- 



ihlr Tn 


require additional mea- 
sures.” 

At the pre-tax level, how- 
ever. the effects of aircraft 
sates helped lift nine-month 
profits from SKri.75bn to 
SKr2.47bn, including one-off 
gains of SKrSrira following 
the sale and leaseback of 20 
short-haul jets. 

The figures were also 
enhanced by historically low 
oil prices, contributing to 
fuel costs some 9 per cent 
below last year's levels. 


Industry analysts said a 
shift towards lower-yield dis- 
count passengers at SAS - 
which has traditionally bad 
a bias towards full-fare traf- 
fic - was worrying. 

Shares in the company, 
quoted separately In Swe- 
den. Norway and Denmark, 
lost ground in all three mar- 
kets. They closed down 
DKr4.29 at DKr75.50 in 
Copenhagen, shed SKr2.50 to 
SKrK! in Stockholm and fell 
NKrfi to NKr7l in Oslo, 


DUSTRIVARDEN 


Endesa absorbs 
affiliate groups 
in $2.4bn deal 


By Peter VOse In Lisboa 

Portugal is to merge three of 
the country’s biggest state- 
controlled energy groups 
Into a large oil and gas oper- 
ator worth about S4bn. and 
sell a majority stake in a 
global offering within two 
years. 

Joaquim Pina Moura, 
economy minister, said the 
new group would bring 
together Petrosal, the 
national oil company. Gas de 
Portugal, a gas distributor, 
and Transgas, Portugal's 
natural gas utility. 

A strategic foreign partner 
Is expected to be made a 
shareholder of the new oper- 
ator before an initial public 
offering before the end of 
2000 that wili reduce the 
state holding in the group to 
a. minority. 

"This is a concentration 
aimed at liberalising the oil 
and gas sector rather than 
asserting state control.” Mr 
Pina Moura said. The new 
company would have the 
dimension needed to com- 
pete in the Iberian market 
with big Spanish groups, he 
said. 

Analysts said the oil and 
gas operator would be Portu- 
gal's third biggest listed 
company, behind Electric- 
idade de Portugal, the 
national power utility, and 


Portugal Telecom.- They esU- . 
mate the joint value, of the 
three companies, none of 
which is listed, at ,'$i.'5bn- . 
ttbn. 

The companies are to be 
valued separately by Credit 
Suisse First Boston, 
appointed by the govern- 
ment. and Morrill Lynch, 
named by Petroconfrol, a 
group of Portuguese 'Inves- 
tors which owns 45 per cent 
of Petrosal. 

The state owns 55 Dement 
uf Petrosal and more than 
90 per cent of the other t«v 
companies. . 

Pctrocontrol’s stake in the 
new group, which 4$ expec- 
ted to be created by early 
□ext year, is to be deter- 
mined on the basis of the 
valuation. Analysts estimate 

Petrocontrol’s holding' will 
be about 25 per cenL‘ _ 

Mr Pina Moura said that 
guaranteeing the new group 
secure energy supplies 
would be an important con- 
sideration in the choice of a 
strategic partner. Portugal 
depends on imports for 
90 per cent uf the energy it 
consumes. 

Pei royal's previous, negoti- 
ations un potential partner- 
ships - first with Total, the 
French oil company,, and 
later with Saudi Aramco, the 
Saudi uil group - both bllqfa 
to produce an agreement T 



NEWS DIGEST 


STEEL 


Usinor withdraws offer to 
buy remaining J&L shares 

Usinor. the French steelmaker, said yesterday it had • . 
decided to withdraw its offer to buy the remaining shoes 
of J&L Specialty Steel. Its 53.5 per cent-owned US stain- 
less steel subsidiary, and terminated its previously 
announced merger agreement. This followed an announce- 
ment by the special committee of the J&L board, which 
represents minority shareholders, that it was withdrawing 
its recommendation that shareholders accept Usinor’s’pro- 
posed offer in the Tight of unspecified "additional Informal, 
tiori" provided by the French company. fP 

J&L said yesterday the special committee was revMMng 
the new information and it was "hoping to hear something 
in the next day or so". "It could go either way, bid there is 
a sense of urgency," it said. 

Usinor, which has decided to focus on its flat carbon ' 
steel and stainless activities, is offering $6.25 a share far 
the 46.5 per cent of J&L it does not already own. ft " 
appeared yesterday to be holding the door open far a res- 
olution, having told the committee it would be ready to go 
through with the deal if. following its review, the body were 
prepared “today" to recommend it on the same terms and 
conditions as those set out in the merger agreement 
David Owen, Paris 



Interim Report January l - September 30, 1998 

• The value of the portfolio of listed stocks rose by 2 percent as per October 
30, while the General Index was unchanged. Net asset value per share and 
CPN was SEK 155 on October 30 - an increase of 4 percent since year-end 
1997- 

• During the period under review, January - September, the vatue of the 
portfolio of listed stocks decreased by 5 percent (General index: -4 
percent)- Net asset value on September 30 was SEK 044 per share and CPN. 

• The total return for Industrivarden’s Class A stock was -1 percent during 
the first nine months, compared with -2 percent for the Findata total return 
index. Through October 30 the total return was -5 percent (2 percent for 
the total return index). 

• At the end of September Industrivarden acquired 4.2 million shares in 
Skanska for SEK 1.2 billion and thus became the company's largest 
shareholder In terms of voting rights. Industrivarden increased its 
ownership in Skanska by slightly more than SEK 800 M, net, after the sale 
of all shares in Drott. 
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By Tom Bums in Madrid 

Endesa is to take full control 
oT its listed domestic affili- 
ates through a capital 
increase and merger transac- 
tion worth Pta34Ibn (S2.4bn>, 
a move lhat prepares Spain's 
dominant power group for 
the planned full deregulation 
of the domestic electricity 
sector. 

Tbe parent company will 
issue new shares represent- 
ing li per cent of its share 
capital in order to absorb the 
25 per cent it does not own 
in two large regional power 
groups. SeviUana and Fecsa. 
as well as 45 per cent of 
Gesa, the utility serving the 
Balearic islands, and 39 per 
cent of ERZ. a power com- 
pany based in Zaragoza. 

The deal, one of the larg- 
est capital increases by a 
Spanish company, also 
involves the buy-out of 
smaller holdings in three 
other Endesa units: Enher, 
Viesgo and Saltos de Nansa. 

Shareholders in tbe affili- 
ates will be offered Endesa 
shares in exchange for their 
shares, based on Wednes- 
day's closing prices, and 
receive cash to round up the 
swap. The swap implies a 
premium of 4.6 per cent for 
Fecsa shareholders and one 
of 2.5 per cent for SeviUana 
investors. 

The reorganisation of End- 
esa is driven by the need to 
increase efficiency in order 
to offset the impact of an 
accelerated liberalisation 
programme for the sector, 
unveiled by the government 
last month. 

“There is a great deal or 
potential for cosi-cutting in 
the affiliates." said Javier 
Garrido. utilities analyst at 


Merrill Lynch in Spain. 

The transaction mirrors 
Endesa's move two years 
ago to raise its stakes in 
Sevillana and Fecsa. which 
then stood at 39 per cent and 
49 per cent respectively, to 
75 per cent In both utilities, 
for a total of Pta200bn. 

Yesterday's move to gain 
outright control which had 
been widely expected, was 
approved by the boards of 
the affiliates yesterday. 

Analysts said the share 
swap would allow Endesa, 
the world’s fifth largest util- 
ity by market capitalisation, 
to avoid increasing its debt 
ratio. The company, which 
traditionally generates 
strong cash flow, could be in 
a position to buy back 
shares in tbe future, they 
added. 

Endesa was advised by 
Morgan Stanley. 

• RepsoL Spain’s energy 
conglomerate, yesterday 
bucked the trend in the oil 
sector by announcing nine- 
month net income of 
Ptal05J2bn. 18 per cent up on 
the same period last year. 

Improved marketing and 
refining earnings comfort- 
ably offset the impact of pro- 
gressively lower crude oil 
prices. Operating income 
from downstream business 
was up by 39.7 per cent year 
on year to Ptall4.1bn. com- 
pensating for a 56.5 per cent 
fall in operating income 
from exploration and pro- 
duction. 

The results were also 
boosted by a 76.6 per cent 
rise to Pta51-3hn in operat- 
ing income from the group's 
gas division and by an 
increase of 16.3 per cent to 
Pta22.7bn posted by Its 

chemi cals unit . 
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FINLAND 


Margarine fears damp Raisio 

Shares In Raisio, the Finnish manufacturer of the anti-chofcj, 
lesterol margarine Benecol, fell sharply again yesterday on 
growing feare among Investors that regulators will block 
the product’s imminent US launch. The shares shed 
FM3.20, or 5.6 per cent, to dose at FM53.70 as officiate 
from Johnson & Johnson, the US group which owns the 
rights to distribute Benecol outside Finland, held talks with 
the US Food and Drug Administration. 

Raisio shares have fallen 26 per cent since the FDA's 
refusal a week ago to endorse Benecol as a dietary sup- 
plement The FDA argues Benecol is a food under US law 
and has threatened action if J&J attempts to sen it as a 
dietary aid. New foods, unlike dietary supplements, must 
receive formal FDA approval prior to launch - a process 
which normally takes at least six months. Such a delay 
would be a blow to Raisio, which has been preparing for 
Benecol to make its US debut this week In Portland, Ore- 
gon, followed by a nationwide roll-out In January. 

Greg Mdvor, Stockholm 

CONSTRUCTION 


Building boom lifts Skanska 

Stenska, Scandinavia's largest construction company, 
said yesterday that buoyant US building activity and 
increased order bookings had underpinned a near-dou- 
bling cooperating profits in the first nine months. Operat- 
ing profits rose from SKr1.91bn to SKr3.97bn ($505m) in £v 
the period to September 30, on sales ahead from * 
SKr37_2bn to SKr47.2bn. Claes BJflrk, chief executive, said 
the improvement justified Skanska's decision to focus on 
servic8S a 1 * project development He 
a 39 per cent jump in order bookings, par- 
ticularly In the US. Finland and Denmark. 

1^' however < profits fell from SKrllbn 
SL2? 4 ' 23t,n lP ut those fi 9 un2S ware distorted by a 

■ exce f > uonal gain last year on share disposals. The 
1993 nine-month figures were enhanced by SKr1,09bn 
fromthe sale In June of Skanska's forest and timberiand 
assets. 

At the operating level, the sharpest growth was seen in 
iJfLPP? 80 * ^f^pment and real estate division, where 
profits jumped from SKr553m to SKr1.45bn. The USdhrt- 
re P° fted Profits up from SKr138m to 

5 hr 143m to SKr194m. Tim Burt, Stockholm 
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JAPAN GROUPS ACCELERATE JOB CUTS 

Hitachi and 
ANA step up 
restructuring 


By Alexandra Harney in Tokyo 

Signs that Japan's corporate 
sector was redoubling its 
efforts to prop up profits 
Increased yesterday as 
Hitachi, the leading electron- 
ics group, and All Nippon 
Airways announced plans to 
accelerate restructuring pro- 
grammes launched earlier 
this year. 

Hitachi is to restructure 
its lossmaking power 
systems division in an 
attempt to return it to the 
black by next year. The deci- 
sion to reduce its number of 
subsidiaries comes after the 
group warned that it would 
record its first-ever losses 
this year. 

The group, which operates 
more than GO subsidiaries in 
Japan and overseas, will 
consolidate seven of its 
machinery and engineering 
companies into three units 
employing a total of 5.780 
staff by April 1999. The move 
will cut costs by Y9bn ($77m) 
and eliminate 900 jobs by the 
end of next year. 

The staff cuts would be 
achieved through natural 
attrition, retirement and 
transfers, the company said. 

It expects the new groups 
will generate revenues of 
Y196bn by March 2000, fol- 
lowing a management 
reshuffle. 

Hitachi brushed off specu- 
lation that it was preparing 
to seD any part of its power 
s ys tems business, which is 
expected to fall into the red 
this year for the first time in 
more than 50 years. 


Analysts have called 
Hitachi's restructuring plans 
- which include a 6 per cent 
reduction in staff levels and 
executive pay cuts - superfi- 
cial. 

The latest announcement 
came after the close of trad- 
ing. But shares In Hitachi 
gained 5.3 per cent to Y71G 
after news that it would 
expand its co-operation with 
Equator Technologies, a US 
semiconductor and software 
company, to develop jointly 
and market a multimedia 
processor for use in personal 
computers, set-top boxes, 
and network equipment. 

ANA, Japan's second larg- 
est airline, stepped up its 
plans to trim its workforce 
and revamp its leasing and 
purchasing procedures. 

The move follows a series 
of gloomy profits warnings 
from the lossmakifig carrier. 
Last week, it said it expected 
losses to balloon to Y6£bn in 
the year to March, three 
times last year's losses of 
Y2.68bn. The fall is expected 
despite cost-cutting mea- 
sures, including the sale of 
its hotel business in the US. 

ANA said it aimed to cut 
900 jabs to reduce its total 
workforce to 14,200 by 2000. 
Most of these cuts would be 
achieved through natural 
wastage and accelerated 
retirements, and would lead 
to cost reductions of Y13bn, 
it said. 

The announcement did 
little to support the carrier’s 
share price, which slid 3 per 
cent to close at Y452 yester- 
day. 


Hubco dispute ignites investment fears 


Pakistan's government has accused the 
power company of fraudulently changing 
its charges, writes Farhan Bokhari 


T he directors of Karachi's 
Hub Power Company, 
who are due to meet in 
Dubai next Tuesday, will 
have more on their minds 
than just the annual results. 

Their main challenge is to 
decide how to tackle the 
company's future interests 
in an increasingly difficult 
operating environment. 

In October, the Pakistan 
government stepped up 
months of confrontation 
with the company over tar- 
iffs charged to the state- 
owned Water And Power 
Development Authority, the 
main power generation and 
distribution company. 

The government argues 
that Hubco's tariff was sub- 
stantially raised in 1994 
under former prime minister 
Benazir Bhutto after the con- 
tract came up for renegotia- 
tion. It has accused the com- 
pany of fraudulently 
changing the tariff, suggest- 
ing that pay-offs were made 
to individuals in the Bhutto 
government for seeking the 
change. 

It has unilaterally reverted 
to what it says was the origi- 
nal tariff of Rpsl.36 (3 cents) 
for each kilowatt-hour of 
electricity purchased. 

But some observers say 
the new tariff is sharply 
below the 1994 tariff agree- 
ment, where half was a fixed 
amount and half varied 
according to input costs 
such as fuel and debt 
servicing. 

Under the revised formula, 
the tariff could be as high as 
IS cents a kilowatt-hour 
when Hubco's 1292 mega- 
watt plant is working below 
full capacity, but this could 
fall to just 6 cents a kilowatt- 
hour when it performed at 
full capacity. 


In reality, the government 
has changed the tariff to 
help the almost bankrupt 
state-owned Water And 
Power Development Author- 
ity. For months, Wapda's 
officials have lamented the 
purchase of "expensive elec- 
tricity” as the main source 
of their troubles, rather than 
widespread internal ineffi- 
ciency and corruption. 

For many investors, the 
clash between the govern- 
ment and Hubco is a bad 
omen and it has intensified 
anxieties surrounding the 
once most sought after share 
on the Karachi market 

These investor anxieties 
are bound to affect the senti- 
ment surrounding future 
direct and equity invest- 
ments in Pakistan, say some 
businessmen. 

Khurshid Hussain. Hubco 
acting chief executive, says: 
"I don’t believe the company 
has done anything unlawful 
They [government investiga- 
tors] are just coercing the 
company without any basis.” 

Government officials and 
western economists agree 
that the government appears 
to have had second thoughts 
about its strategy In tts dis- 
pute with Pakistan's private 
power companies, though 
the softening has not been 
extended to Hubco. Tbe 
World Bank has urged prime 
minister Nawaz Sharif's gov- 
ernment to separate the 
issue of renegotiating tariffs 
with power producers from 
pursuing c riminal charges. 

“So Ear, it appears that the 
government has used its cor- 
ruption investigations to 
seek lower tariffs, and the 
World Bank finds that unac- 
ceptable," says one senior 
government official. 

One conciliatory step by 


This announcement appear* as a matter of record only July 1998 


l\EW H0LLAI\D 

has acquired 



a leading Polish agricultural 
equipment manufacturer 

The undersigned o riginat ed the 
transaction and advised New HoDand, 
a FIAT Group c om p an y 

SC Hambros corporate finance advisory team 
has a proven track record in Poland 


SGHambros 


SC Hambros Corporate 
Finance Advisory 
41 Tower Hill 
London EC3M 4HA 
Tel 0171 676 6000 
Fax 0171 509 2802-8 


SG Hnttvu* li i dtasfcm uf 
Joctctc OnCnic mhlrti is 
regulated by tbr STA lot (be 
conduct of hnttbwni 
bmnru tn tbr UK 



G.T. Western Land Limited 

Disposal of assets, redemption of ordinary 
shares and liquidation of G.T. Western Land 
limited (“the Company”) 

The Board of G.T. Western Land Limited announces that 
it has concluded a conditional agreement with two 
subsidiaries ofLandmark Equity Fund VII (“Landmark") 
for die sale of substantially all the assets of G.T. Western 
Land Corporation, a wholly owned subsidiary of the 
Company. 

The Company intends to return to shareholders the net 
unrestricted proceeds of the diqxsal, by means, in the case 
of ordinary shareholders, of a redemption of shares. A 
substantial part of such proceeds is intended to be paid in 
December, 1998. 

Tbe agreement reached with Landmark is conditional on 
the approval by ordinary shareholders of the resolutions to 
be proposed at a Special General Meeting of the Company 
to be held on 25th November, 1998. Full details arc 
contained in a circular to shareholders which was posted 
on 2nd November, 1998. A copy of the circular is 
available from Baring Brothers International limited, 
60 London Wall, London EC2M 5TQ. 

6th November, 1998 
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HSBC GLOBAL INVESTMENT FUNDS SICAV 
Sociftt d’lnvestissement a Capital Variable 
7 me du Marcbf-aux-Herbes 
L-172S Luxembourg 
RC Luxembourg B-25087 

CONVENIN G N O TI CE 

Shareholders are hereby invited to attend tbr 

ANNUAL GENERAL MEETING 

of shareholder! or uar Company which will like place at ibe offices of HSBC 
INVESTMENT FUNDS LUXEMBOURG SA. 7 rue da MarchtnuixJHertra, L-17M 
Lus rBi b wn y.nl 27 Nasenfeur I1W4 1 1 JWun for ibr potpase of insdcridf mi roMp 
npoo Ibc fufiowinf agenda. 

i Acknowledgement of the report uf Ibc Board of Directed 
and the report of the Auditors for the period ended 31 July 
1995 

2 . Approval at the financial suicmcnti and allocation uf pruflu 
far die year ends)’! My I99S 

3 . DfsdHipeoftb-Dimtm 

4. Election and rc-rJccuos of Ibc Difcctu^ and ratification of the 
twoptaico ,-f >joc Director 

5 Bcctioaof Audllm 
6. Mi mH hnwiB 

The ikuuai no the jjraJa of the Annul General Mocnng will lapse no quorum and 
wiE be ata-n a ibr -nryte mafrinty of the dons present or repraentat md »oucg. 
Sharebofdm who wish io tote by praxy should return their (irony furet hi HSBC 
INVESTMENT FUNDS LUXEMBOURG SA. 7 roc du ManAe-on. -Herts*. H728 
Luumbtsts or lend it by feu (cwfinned by nunlt to HSBC INVESTMENT FUNDS 
LUXEMBOURG Sa. T» i*S52) 47 3d 69 so u to autre no Uter than 24 November 
1998. S.OUpm. 

In nrder to uhc pin at the Annas! Cmd Meeting the owner of bearer time* mm 
dcpmii daar duns j L lor before tbe meeons at dw leguflaal office of tbe fond. 7 
me da MareM-aac-ti.-rbcv, L-1728 Lsuanftanqe. 

TAr Board e/Mraun 



the government has been the 
appointment of a new com- 
mittee to examine the tariff 
charged by private power 
producers and which will 
suggest a formula for resolv- 
ing the issue by end of tbe 
month. 

T he committee will exam- 
ine the case of up to 19 
smaller private power 
companies, but not Hubco. 
While some analysts believe 
that the gesture will be 
extended to Hubco. others 
say that a delay could be 
harmful. "The decision to 
appoint a high-powered com- 
mittee and then to say that 
Hubco would be the only 
case that it would not exam- 
ine has marlp jt a confusing 
situation,” says Sikandar 
Khawaja, country head, 
HSBC investment bank. Mr 
Khawaja is circumspect. 
“Under the circumstances, 
it’s dlfflcalt to say where 
this case would go next”. 


Others, however, offer a 
bleak outlook. Nasir Bukhari 
of Karachi’s Khadim Ali 
Shah Bukhari brokerage 
says: “The long-term pros- 
pects remain dim because 
the confrontation has gone 
beyond a point of no return." 
He thinks a reconciliation 
between the government and 
Hubco looks difficult after 
the accusations made 
recently by government 
investigators. 

For some analysts, the out- 
come of Hubco’s arbitration 
proceedings, filed in the 
international court of arbi- 
tration of the International 
Chamber of Commerce in 
London, may be the only 
way to settle the matter. 
“That alone may break tbe 
deadlock and take the issue 
towards an eventual resolu- 
tion,” says one. 

But Mr Hussain says: 
“This is in essence a com- 
mercial issue, and a solution 
lies in commercial realities.” 


Wrangle on tariffs 
stalls rescue move 


By Andrew Taylor, 
Ubmies Corre spo ndent 


The 1,292 megawatt Hub 
oil-fired power station near 
Ka ra chi at the mouth of the 
River Hub represents the 
biggest foreign investment 
in Pakistan. 

Hub Power Company is 
one of the most heavily- 
traded shares on the Karachi 
stock market, accounting for 
about 5 per cent of the mar- 
ket's value even though its 
share price has slumped 
from a peak a year ago of 
Rps&LS to just over Rpsll. 

The decline in the compa- 
ny's market capitalisation 
from ll.7bn to about $250m 
follows allegations of corrup- 
tion and tariff cuts imposed 
by the Pakistan authorities. 

The dispute between the 
government and Hubco has 
delayed negotiations oo a 
financial rescue package for 
the country from the Inter- 
national Monetary Fund. 
Pa k istan is feeing arrears on 
$32bn of foreign debt. 

The power station's big- 


gest shareholder is National 
Power; the UK generator, 
whiclv has- a 26. per cent 
stake In the$I.5bn project, ft 
invested about SlOOm of the 
plant's $4 00m of equity. 
Xenel of Saudi Arabia is the 
next largest shareholder, 
with about 15 per cent. 

Dividends to shareholders, 
worth about $ioi)in a year, 
have been halted a result 
of court-imposed tariff cuts 
after the government 
claimed tariff agreements 
were inflated during tbe 
Bhutto regime. 

The rest of the finance for 
the $L5bn project was pro- 
vided by a consortium of 
about 40 international 
banks. Much of tills debt is 
underwritten by tbe World 
Bank, supported by -Jexim of 
Japan. 

Financial arrangements 
were also backed by foreign 
governments including those 
of Japan, France and the US. 
Officials have expressed con- 
cern at the failure of Pakis- 
tan authorities to honour 
international agreements. 


BARCLAYS INVESTMENT FUNDS 
(LUXEMBOURG) 

SocldtA dTnvestissemert & Capital Variable 
phe Company") 

Raotstered Offctc Galena Kons, 4th floor 
Z9, placed* la Qai* L-tsis Luxembourg 
FLC. Luxembowg 31439 

NOTICE OF ANNUAL GENERAL MEETING 

The Annual General Meeting of Shareholders is to be held at toe 
registered office of toe Company on Monday, I6to November 1996 
at 11:30 am (or as soon there aft er as I may be held) far toe 

following purposes: 

1. To receive and adopt the Directors' Report and the Report 
of the Auditor for the year to 31st Jufy 1998. 

2. To receive and adopt the Statement of Net Assets and the 
Statement of Operations far the year to 3 1st July 1998. 

3. To grant a discharge to (he Directors in respect of then- 
duties for the year ended 3 1st July 1998. 

4. To grant a discharge to the Auditors to respect of their 
duties for the year ended 31 st Jitfy 1 998. 

5. To re-elect Messrs Griffiths, Pauly, and Pyrke as Directors 
of the Company, Messrs Juan Y Seva. Fox and Bog aid 
have resigned from the Board and are therefore no longer 
standing tor reeteebon. 

8. To appoint Mr David Carlseo as a new Director to toa 
Board of the company. 

7. To reappoint P ric e Wat e rhousaCoopers as Auditors. 

Voting 

Shareholders are advised that in accordance with the Articles 
of Incorporation the Annual General Meeting of Shareholders 
will require a quorum of 10% of the shares oustan ding. 

Voting Arrangements 

In order to vote at the meeting the hold ere of Bearer shares 
must deposit their shares not later than Friday 13th November 
1998 either at the registered office of the Company, or with 
any bank or financial Institution acceptable to the Company, 
aid the relative Deposit Receipts (which nay be obtained 
from the registered office of the Company) must be forwarded 
to the registered office of the Company to arrive not later than 
Friday 13th November 1998. The shares so deposited will 
remain blocked until the day following fee meeting or any 
adjournment thereof. 

Theholders of registered shares need not deposit their 
certificates but can be present In person or represented by a 
duiy appointed proxy. 

Sharriiokla* who cannot attend the meeting in person ere invited 
tosen d a duy completed and signed proxy farm to the regttered 
office to ante not lata- than Friday I3lh Novemt»l99B. 

Praqr farms wilt be sent to registered Shareholders nfth a copy 
of this Notice and can be obtained from the registered office. 

THE BOARD OF DIRECTORS 
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NEWS DIGEST 

PHARMACEUTI CALS ' ■ 

Takeda bucks trend with 
15% rise in first half * 

Takeda Chemical, the Japanese pharmaceutical 
manufacturer, broke tits ftaw of bad earning announce- 
ments yesterday with a 15 per cent rise to group net prof- 
its in the six months to September 30 to V46-2&0 ($395m). 
The increase reflected a successful market expansion In ' 
the US and Europe, a weaker yen and cost cutting, -tf» - • 
company said. M 

The interim dividend is lifted from Y9.25 to Y12.75, 
which helped push its share price to a record high of 
Y4.200 in intra-day trading, although it closed at Y4.7B0, 
only 1.5 per cent up on the day. 

For the full year, however. Takeda sees only a sfigftt 
increase In net profit as the domestic business environ- 
ment is not expected to improve ' 

Interim net sales of Y427.2bn and operating profit of 
Y68.8bn remained almost unchanged- Domestic pharma- 
ceutical sales were hit by the government's attempt to 
reduce healthcare costs, which led to a discontinuation, erf £■ 
sales of Avan, a brain energy-metabolism enhancer. But - 
total pharmaceutical safes Jncreased by 1-8 per cent to 
Y301 .4bn, helped by the launch of drugs in Europe and 
the US. Operating profits fell 3.9 per cent to Y61-9bn. 

Jutie Hess, Tokyo 

RED CHIPS 


Guangzhou raises HK$364m 

Guangzhou Investment, a Hong Kong-listed window com- 
pany of the Guangdong municipal government, yesterday 
raised HK$364m (US$47m) through a share placement. 

The deal is one of the latest cash-raising exercises by a 
red chip - or mainland-backed Hong Kong company - this 
week. While the Hong Kong stock market fell yesterday, 
red chips - encouraged by strong gains since September 
1 - have continued to tap investors for cash. 

Other deals yesterday included Shanghai Industrial, a 
Hong Kong-Ksted arm of the Shanghai municipal govern- 
ment whose shares were suspended ahead of an expec- 
ted US$750m placement. Citk: Ka Wah Bank, whose \ 
shares were also suspended, raised HK$456m, according 
to bankers. The bank Is controlled by China international . 
Trust & Investment Cap. Beijing's investment agency. 
Louise Lucas, Hong Kong 


SINGAPORE 


Keppel cuts workforce by T0% 

Keppel, the government-linked Singapore conglomerate, is 
cutting its 9, 000-strong workforce by 10 per cent and wffl 
sell, merge or shut about 50 of tts 600 companies in the 
face of undisclosed losses. "We have decided on severe 
cost-cutting measures leading to about SSIOOm (US$62m) 
savings per year, or about 12 per cent of the gnxp’s over- 
head,” said Sim Kee Boon, chairman. 

Keppel shares closed down 22 cents, or 5.6 per cent, at 
SS3.68, The conglomerate, whose extensive interests 
range from banking to property development, should 
return to making a profit in 1999, he said. Keppel plans tot . 
focus on five core areas: marine; offshore rigs, energy 
engineering; banking and financial systems; property ^ 
investment, development and management; and telecom- ', 
municattons and transportation. Mr Sim said that Keppel. 
excluding its property business, was working towards dou- 
bling return on equity within three to five years to 12 per 
cent Shelta McNulty, Kuala Lumpur 


NEW ZEALAND 


Fletcher Challenge improves 

The Fletcher Challenge Group, the diversified conglomer- 
ate, yesterday reported a strong performance in the Sep- 
tember quarter forecast further improvement. 

Earnings before interest and tax were NZ$1 33m 
(US$80m) in the September quarter. Michael Andrews, 
chief executive, said this was the highest for any period 
since the 1988 financial year, although "clearly not at our 
desired level”. 

The biggest improvement was in the paper division, 
which the group said would show a further lift in its debt 
ratios after yesterday’s sale of UK Paper to the Finnish 
Metsa-Seria group for NZ$2 85m. Earnings were also 
helped by the end of the nine-month strike at Fletcher . . 

Challenge Canada, which led to an operating loss of 
NZ$2 40m. However, the Building Division was being hit by 
the slowdown in the New Zealand economy. Operating 
cashflow rose from NZ$276m to NZ$331 m. 

Terry Hall, Wellington 
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Base Rate 

Morgan Grenfeti & Co. Limited 

announces that its Base Rate has been 
amended from 7.25% to 6.75% per annum 
with effect from November 5. 1998 until 
further notice. 

All facilities (including regulated consumer 
credit agreements) with a rate linked to 
Morgan Grenfell & Co. Limited Base Rate 
will be varied accordingly. 


Morgan Grenfell & Co. Limited 

23 Great Winchester Street, London EC2P 2AX 
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Conferences & Exhibitions 

For more information on advert-*^ opportunities 
please call: 

Tol; ^-44 171 873 3349 Fa*: -*- 4-1 171 873 3034 
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Madrid aims 
to sell entire 
Indra stake 
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Tbe Spanish government 
plans to sell its entire 66 per 
cent stake in the Indra elec- 
tronics concern in a public 
share offering next year, 
according to Pedro Ferreras. 
chairman of the state hold- 
ing company Sepi. 

He said the government 
would have to decide 
r %hether to retain a “golden 
snare” in Indra because of 
its Important role as a 
def ence contractor. 

The timing of the opera- 
tion would depend on other 
plans for placing govern- 
ment stakes in the Iberia air- 
line, the Ence paper group 
and the high-tension electric- 
ity grid Red EH6ctrica on the 
market, also due by mid- 
1999. 

Before the privatisation, 
Tbomson-CSF of France is 
set to reduce the 25 per cent 
holding it bought in Indra in 
1995 to about 10 per cent. 
Spanish authorities have 
been anxious that the 
French group, in which the 
French government cur- 
rently has a 40 per cent 
-stake, should not hold a 
dominant shareholding posi- 
tion after Indra’s privatisa- 
tion. 

Denis Ranque, the Thom- 
son-CSF chairman, who was 
in Madrid to sign a new 
cooperation pact with Indra, 
said negotiations were being 
completed to sell about 
* . ■ l <« 15 per cent to the Spanish 

CUw V» Ji K ;0FCe flU \t banks Cqja de Madrid and 

Banco Zaragozano. The sale 
would also ensure that the 
main Spanish institutional 
shareholders held a bigger 


stake than Thomson-CSF. 

Investment banks have 
been invited to bid to advise 
on the privatisation- At cur- 
rent stock-maxiset values the 
State's stake in Indra would 
be worth about Ptal22bn 
(*870m). but Sepi said thic 
was not a reliable valuation, 
since only about 1.5 per cent 
of the capital was traded on 
the stock market 

A deal in June, in which 
Banco Bilbao Vizcaya sold a 
3 per cent stake in India to 
the regional savings bank 
Caja de Cantabria for about 
PtaSftm. put a significantly 
higher value on the com- 
pany. 

Indra. which makes a 
range of defence, transport, 
energy and telecommunica- 
tions systems, more than 
doubled its net profit for the 
first nine months of this 
year to Ptal.69bn on sales 
22 per cent higher at 
Pta45.4bn. It has forecast 
fall-year profits of about 
Pta3bn. 

The company, formed in 
1992 through the merger of 
tbe state-owned Inisel and 
the private-sector Ceselsa. 
announced its first dividend 
earlier this year. 

The new co-operation deal 
with Thomson-CSF, which 
includes research and mar- 
keting, aims to ensure 
Indra’s participation in 
major European defence pro- 
jects. 

However. Indra said it 
would maintain a joint ven- 
ture with Thomson’s US 
competitor Raytheon in the 
international market for air 
traffic control and air 
defence. 



Diverse income 
jielps NAB to 
beat forecasts 
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By Stephen Wyatt in Sydney 
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National Australia Bank, 
Australia’s largest bank and 
its largest company by mar- 
ket capitalisation, reported a 
- record AS2.51bn <US$l-58bn) 
* net profit before abnormals, 
13 per cent up on the previ- 
ous year. 

The rise was better than 
the average of analysts’ 
expectations of £L35bn. 

Analysts attributed the 
rise to tbe bank’s di versifies - 
I* tion of income streams. No 
V one siDgie stream accounts 
for more than 20 per cent of 
total earnings, and less than 
half the banks revenue’s 
originated in Australia. 

Non-interest income 
accounted for about 40 per 
cent of earnings. 

NAB is active in tradi- 
tional baxiking, custodial ser- 
vices, funds management 
and mortgage services in 
.. Australia. New Zealand, 
Asia, the UK and the "US. 

The strong US market and 
a lower Australian dollar 
also helped to lift its perfor- 
mance. Earnings from the 
US Increased 34 per cent to 
AS242m. But returns from 
Europe were down A$llm to 
A$477m. and earnings from 


New Zealand fell A$8m to 
A$198m. 

NAB had a 17.9 per cent 
return on equity, tbe highest 
of all Australian banks, said 
Alistair Hunter, banking 
analyst at Were Stockbrok- 
ing- It Increased its final div- 
idend to 53 cents, against 49 
cents last time. 

After abnormal losses of. 
A$497m, mainly for restruct- 
uring. net earnings were 
A$2bn, down 9.4 per cent on 
last time. 

Total operating revenue 
increased by 22.3 per cent to 
$19.38bn and net Interest 
income rose 9.3 per cent to 
$5.86bn. 

Total exposure to Asia 
stood at Sl4.I6bn, against 
JlO^bn at September 30 1997. 
with Japan accounting for 
$&51bn. Hong Kong £L83bn 
and South Korea $2.0Ibn. 

“Our group is well posi- 
tioned to continue its recent 
success due to its strong 
earnings momentum, diver- 
sified income streams, a 
quality balance sheet and 
sound capital position." said 
Don Argus, managing direc- 
tor. This is Mr Argus’s last 
ann ual report. He retires 
early next year to become 
chairman of BHP. 




NEC sees early 
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chip recovery 


By Alexandra Harney in Tokyo 
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The global memory market 

has bottomed out and could 

see a recovery as early as 
the next few months, Hajime 
Sasaki, executive vice-presi- 
dent of NEC. the leading 
Japanese semiconductor 
manufacturer, said yester- 
day. 

Rising demand for digital 
consumer electronics, tele- 
communications products 
and personal computers will 
support memory prices, and 
a move toward high-speed 
chips wiU cut the amount of 
memory’ manufacturers. Mr 
Sasaki added. 

The unusually frank fore- 
cast was the first indication 
* by a Japanese chlpmaker 
: that the intense price com- 
petition that has hit elec- 
tronics companies over the 
past 12 months could be eas- 
ing. 

Mr Sasaki attributed the 
collapse in prices of dynamic 
random access memory to 
the- Asian currency crisis, 
which prompted Korean 
memory manufacturers to 
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pensive chips last year. NEC 
saw D-Rarn prices plunge 
60 per cent between October 

1997 and April 1998- 

But be said that he antic- 
ipated strong demand from 
PC companies next month, 
and that the input from our 
key customers is that there 
will be strong demand from 
January to March.” 

This contrasts sharply 
with analysts’ predictions 
for market trends: most do 
not expect the market to 
rebound until 2000. . 

NBC expects overall sales 
of semiconductors will grow 
9 per cent this term, com- 
pared with the same period 


last year. 

Although the group antici- 


pates the market will shrink 
5 per cent in the full year 


ending next March, sales are 
expected to jump 9 per cent 


— J e - ‘ 

in the year that begins in 
April 1999- 


NEC said yesterday it had 
invested ttsm in Vadena. a 


technology group based in 
California to jointly develop 


a line of microprocessors 
that Is compatible with the 
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Stora Enso unveils business structure 


By Greg lic&or in Stockholm 


Enso and Stora, the Nordic 
groups which are merging to 
form the world's largest 
paper company, yesterday 
unveiled a business struc- 
ture based on eight divisions 
and said their new shares 
would start trading on 
December 30. 

The announcement came 
amid growing confidence at 
the companies that their 
multirbillion dollar tie-up 
would he approved by the 


European Commission fol- 
lowing a five-month inquiry. 

The Commission is due to 
deliver its verdict by Decem- 
ber 4. It has expressed con- 
cern over the domination tbe 
merged company would 
enjoy In some segments of 
the European paper and 
board market 

Particular concern was 
raised by Brussels over tbe 
strength of the group in the 
European market for liquid 
packaging board and in 
newsprint and magazine 


paper. Store, based in Swe- 
den, and Enso. would 
together have about >5 per 
cent of tbe lucrative liquid 
packaging board market. 

The scale of any conces- 
sions offered by Stora and 
Enso to soothe tbe Commis- 
sion’s objections remains 
unclear, bat top executives 
at the two companies are 
optimistic tbe deal win be 
allowed to proceed. 

“We are hopeful that we 
will get approval/ said one 
senior official. 


The companies have rebut- 
ted ciiiimg they would domi- 
nate tbe liquid packaging 
board market by arguing 
that tbe market definition 
should include other materi- 
als such as plastic and glass. 

They also maintain that 
liquid packaging should be 
considered part of the paper- 
board market because sub- 
stantial overlap exists 
between it and other board 
grades. The announcement 
of beads for Stora Enso’s 
eight divisions underlined 


the strong management hold 
which Enso, based In Fin- 
land. will have over the new 
organisation. 

The eight posts will be 
filled by five Finns, two 
Swedes and a German. 

Jukka Hirmala. Enso chief 
executive, has already been 
appoi n ted to bead the 
merged group. 

Stora and Enso said the 
shares would be listed on the 
Helsinki and Stockholm 
stock exchanges on Decem- 
ber 00. 


Cir lifted sharply by 


gains from disposals 


By Paul Betts in Milan 


Cir, the Italian industrial 
holding company controlled 
by Carlo De Benedetti, yes- 
terday reported a sharp rise 
in nine-month pre-tax profits 
to L297.8bn (SI 80m), from 
L3bn in the same period last 
year. 

The increase included 
special gains totalling 
L22?U5bn from the sale this 
year of its Sasib Railway 
subsidiary to GEC Alsthom 
and the disposal of its 
remaining stake in Olivetti, 
the telecommunications and 
information technology 
group. Excluding these 
gains, pre-tax earnings 
totalled Lfflbn. 

Revenues declined 5.5 per 
cent to l£.460bn. 


However, if the railway 
signalling Interests sold this 
year are stripped out reve- 
nues would have shown a 
4 per cent rise. 

Consolidated financial 
indebtedness fell to L£2.9bn 
at the end of September from 
L440.9bn at the end of 
September 1997 and L275^bn 
at the end of December 1997. 

But the group's net 
financial position showed a 
positive balance of Ll48bn at 
the end of September, com- 
pared with an indebtedness 
of L520Btm at tbe end of Sep- 
tember 1997. 

Cir said its French hold- 
ing, Cerus. haij liquid assets 
of about L409bn at the end of 
September. 

Its Lasa property subsid- 
iary bad a nine-month con- 


solidated loss of L22.4bn, 
compared with a loss of 
L30.4bn in the same period 
last year. 

A special shareholders' 
meeting in Turin yesterday 
approved the company's 
proposal to reduce its share 
capital by L69.5bn, by 
cancelling 69.5m non-voting 
savings shares held by Cir. 

Cir also said yesterday it 
was interested in acquiring 
from Novartis the Swiss 
pharmaceutical group's 
Dietorelle sweets and Dietor 
sweetener activities. 

This would be as part of 
its strategy to build a pres- 
ence In health foods. 

Cir recently acquired an 
85 per cent stake in Socalbe. 
a small Italian company 
active in this sector. 



Cario de Benedetti: Cir aiming to build presence in health foods 


Nedcorp 
ahead 28 % 


in year 


By Victor MaBet 
in Johannesburg 


Nedcor, one of the big fuur 
Booth African banking 
groups, tncre:<sed net profit 
2b per cent in the 12 months 
to September 30 but warned 
yesterday that the effects of 
high local interest rates and 
the downturn in consumer 
demand were still to be felt. 

Attributable profit 
increased from Rl.JJbn to 
RlA2bn (££4tn) in the previ- 
ous 12 months, wlvile earn- 
ings per share rose 24 per 
cent from 6J1 cents to 792 
cents, Nedcor has changed 
its year-end to December and 
will produce audited results 
for the is months tu end-1998 
in February. 

Richard Laubscher. chief 
executive, said profits were 
boosted by growth in non-in- 
terest revenue and a rela- 
tively small rise in costs, 
although these benefits were 
partly offset by reduced 
interest margins and higher 
bad-debt provisions. Non-in- 
terest revenue now makes 
up 45 per cent of total 
income. 

Total assets rose IT per 
cent to Rll2.07bn. while pre- 
tax profit was up 19 ix>r cent 
from Rl.97bn to R'2.34bn. 
Return on average total 
assets rose From 1.82 per cent 
to 1.75 per cent, and the 
expense-io-income ratio 
dropped from 55.7 per cent to 
56.9 per cent. 


You want 



for your DM Pfandbriefe. 


It’s easy to see why there is growing interest in German Pfandbriefe. Germany's 
largest bond market with some DM 1.8 trillion outstanding. First, there is safety. 
Nearly all rated Pfandbrief issues have received the highest possible ratings. 
Pfandbrief investors have never missed an interest or principal payment. Second. 
Pfandbriefe usually offer a yield pick-up over Bunds. As for liquidity, the emer- 
gence of the Jumbo Pfandbrief market — with total issuance exceeding more 
than DM 380 billion since mid-1995 - has spearheaded the liquidity and trans- 
parency of the Pfandbrief market as a whole, offering numerous opportunities 
for spread trading. 

For Jumbo issues (DM 1 billion or more), at least three market-makers pledge to 
quote tight spreads on amounts up to DM 25 million. For traditional Pfandbriefe, 
issuers actively maintain a secondary market. Trading and transparency are 
enhanced -by the PEX Index for traditionals and the JEX Index for Jumbos. The 
Jumbo Pfandbrief future offers market participants efficient hedging possibilities. 
For further information about German Pfandbriefe, please contact the Association 
of German Mortgage Banks (VDH) in Bonn, Germany, Fax (+49-228) 9 59 02 44. 
E-mail: vdh@hypverband.de 

iiil 

The German Pfandbrief 


Solid from the ground up 


u. 



GERMANY'S 
MORTGAGE BANKS 


HYPOVEREIN58ANKAG, MUNCHEN 
DEUTSCHE HYP, FRANKFURT AND HAMBURG 
DEPFA. WIESBADEN 


EUROHYPO AKT1ENGE5ELL5CHAFT, FRANKFURT 
AND LOBECK 


RHEINHYP. FRANKFURT 
HYPOTHEKENBANK IN ESSEN AG, ESSEN 


DEUTSCHE GENOSSENSCHAFTS-HYPOTHEKEN- 
SANK AG, HAMBURG 


BERUN-HANNOVERSCHE HYPOTHEKENBANK AG, 

BERLIN AND HANNOVER 


ALLGEMEINE HYPOTHEKENBANK AG, FRANKFURT 
WESTHYP, DORTMUND 

BAYERBCHE HANDELSBANK AG. M0NCHEN 
WURTTEMBERGER HYPO. STUTTGART 
RHEINBODEN HYPOTHEKENBANK AG. KflLN 


DEUTSCHE HYPOTHEKENBANK (ACT.-GES.), 
HANNOVER 


SODDEUTSCHE BODENCREDTTBANK AG, MUNCHEN 
MGNCHENER HYPOTHEKENBANK EG, MONCHEN 
NORNBERGER HYPOTHEKENBANK, N0RNBERG 
DEXIA HYPOTHEKENBANK BERLIN AG. BERUN 
BFG HYPOTHEKENBANK AG, FRANKFURT 


SCHLE5WIG-H0LSTEJNISCHE IANDSCHAFT 
HYPOTHEKENBANK AG. KIEL 


WL-BANK, MUNSTER 


W0STENROT HYPOTHEKENBANK 
ACTIENGESELLSCHAFT, LUDWIGSBURG 


M.M. WARBURG & CO HYPOTHEKENBANK AG, 
HAMBURG 


DOSSELDORFER HYPOTHEKENBANK AG, 
DOSSELDORF 























All of these securities having been sold, this 


announcement appears as a mailer of record only. 


U.S. $4,403,497,821 


conoco 


191,456,427 Shares 

Class A Common Stock 


19,145,643 Shares 

^ . ■ T%u pmtionof the offering offered ouMdr the United States and Canada by the unsigned. 


MORGAN STANLEY DEAN WITTER 


CREDIT SUISSE FIRST BOSTON 


GOLDMAN SACHS INTERNATIONAL 


J. R MORGAN SECURITIES LTD. 
BTALEX. BROWN INTERNATIONAL 


MERRILL LYNCH INTERNATIONAL 

SALOMON SMITH BARNEY INTERNATIONAL 

SCHRODERS 


ABN AMRO ROTHSCHILD CAZENOVE& CO. CREDIT LYONNAIS SECURITIES DAIWA EUROPE LIMITED DEUTSCHE BANK HSBC INVESTMENT RANKING 

ING BARINGS MEDIOBANCA-BANCA DI CREDITO FINANZIARIO SP. A. SG INVKSTMKNT 


SG INVESTMENT BANKING 


WARBURG DILLON READ 


WESTDEVTSCHE LANDESBANK 

KiatZENT/ULK 


172,310,784 Shares 

Tkvt portion of the. offering was offered in the United States and Canada by the undersigned. 


MORGAN STANLEY DEAN WITTER 


CREDIT SUISSE FIRST BOSTON 


GOLDMAN, SACHS & CO , . 


MERRILL LYNCH & CO. 


J.P. MORGAN & CO. 
BTALEX. BROWN 

Imeorporaird 


SALOMON SMITH BARNEY 
SCHRODER & CO. INC. 


.iBNAMRO INCORPORATED BEAR, STEARNS* CO. TNC. CHASE SECURITIES INC. CIBC OPPENHEIMER DEUTSCHE BANK SECURITIES DONALDSON LUFKIN & JENRETTE 
A.G. EDWARDS & SONS INC. HOWARD, WEIL, LABOUISSE, FRIEDRICHS ING BARING FURMAN SELZ LLC NATIONSB.ANC MONTGOMERY SECURITIES LLC 

PAINEWEBBERINCORPORAXED PETRIE PARKMAN & CO. PRUDENTIAL SECURITIES INCORPORATED WARBURG DILLON READ LLC 

ROBERT WBAJRD & CO. SANFORD C. BERNSTEIN & CO., INC. BLAYLOCK * PARTNERS. L.P CHATSWORTH SECURITIES LLC FAHNESTOCK & CO. INC. GUZMAN & COMPANY 
JEFFERIES & COMPANY, INC. EDWARD D. JONES & CO., L.P. LEGG MASONWOOD WALKER McDONALDA^ COMPANY NESBITT RURNS SECURITIES INC 

NEUBERGER SECURITIES CORK ORMES CAPITAL MARKETS INC. RAYMOND JAMES* ASSOCIATES. INC. THE ROBINSON-HUMPHREY COMPANY 


ORMES CAPITAL MARKETS, INC. 


McDonald & company 

StnrUk*. lac. 


RA YMOND JAMES & A SSOC/ATES, INC. 


SANDERS MORRIS MUNDY 


November 1998 


MURIEL SIEBERT & CO., INC. 


STARR SECURITIES INC. 
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COMPUTERS US GROUP THREATENS LEGAL ACTION AFTER COMPETITORS MOVE TO DEVELOP OWN STANDARDS FOR PROGRAM LANGUAGE 


ill & I 


Sun warns rivals over Java language use 


"NEWS DIGEST 


- fciAiSferSfilK 


ENERGY 


By Christopher PrtGe bi Zurich 


Scott McNealy, chief 
executive officer of Sun 
Microsystems, the US com- 
puter group, yesterday 
warned a rival group of 
information technology com- 
panies they would face legal 
action if they broke con- 
tracts relating to Sun’s Java 
computer language. 

His comments followed 


news this week that 14 infor- 
mation technology compa- 
nies had banded together to 
develop their own standards 
for Java, a progr amming lan- 
guage that enables software 
to run on any type of com- 
puter. 

Hewlett-Packard, Micro- 
soft, Siemens, Rockwell and 
other members of the group 
aim to create Java standards 
for “embedded applications” 


such as the computing 
devices built into printers, 

cellular telephones and other 

equipment 

The Industry group com- 
plained that Sun was not 
moving quickly enough to 
exploit the potential of Java 
in such applications. 

Mr McNealy. who has 
fought to keep the Java lan- 
guage under Sun’s control, 
said: "If they step outside 


their Java licences they will 
be in breach of contract" 

Sun is pursuing legal 
action against Microsoft, 
alleging that the software 
group breached its contract 
by altering the Java lan- 
guage to optimise its perfor- 
mance on Microsoft’s Win- 
dows operating system. 

The dispute over Java has 
also been raised in the US 
Juctice Department's anti- 


trust case against Microsoft, 
being beard in a Washington 
court 

Mr McNealy, a long-stand- 
ing critic of Microsoft's dom- 
inance of the operating sys- 
tem and software markets, 
said be did not support sug- 
gestions from some quarters 
that Microsoft should be bro- 
ken up if it loses the anti- 
trust case. 

He said be believed the US 


government’s pursuit of 
Microsoft should not stop 
after the case and that the 
company would need contin- 
ued dose scrutiny by gov- 
ernment regulators. 

Mr McNealy, on a tour of 
Sun’s big European custom- 
ers, said the Unix operating 
system used on Sun’s com- 
puters was beginning to take 
market share from Microsoft 
NT operating system. 


CMS and DTE to build 


$240m Ford power plant 




Canadian exchanges act to stem listings losses 


Coalition of virtual exchanges and move to 
for-profits may help, says Edward Alden 


C anada’s stock 
exchanges, which have 
seen a steady erosion of 
liquidity and the migration 
of some top Canadian com- 
panies to US listings, are 
belatedly trying to reverse 

that decline. 

David Brown, chairman of 
the Ontario Securities Com- 
mission, which regulates the 
Toronto Stock Exchange, 
said this week that Canadian 
securities regulators were 
attempting to halt the frag- 
mentation of Canadian capi- 
tal markets, which is likely 
to became more severe with 
the introduction of alterna- 
tive trading systems. 

The problem of fragmenta- 
tion - in which an increas- 
ing proportion of trades take 
place outside the traditional 
exchanges - is one the TSE 
has also pledged to combat 
with its proposal last month 
to transform itself from a 
non-profit organisation into 
a private, for-profit com- 
pany. 

The TSE is the third larg- 
est in North America and 
the world’s 10th largest, but 
critics say it has failed to 
keep pace with rapidly 
chang in g global capital mar- 
kets and the demands of 
institutional investors who 
account for about 80 per cent 
of the Canadian equity 
market. 

Institutional investors, 
who engage in large block 
trades with the potential to 
move market prices if they 
are disclosed, have increas- 
ingly opted for “upstairs 
trading^ in which a TSE- 
1 is ted investment dealer 
matches the order from its 
own customers or inventory 


NATEXIS 

CROUPE 


Expert analysis from Natexis, 
every week, local and global. 



To the Holders of 

International Bank for Reconstruction 
and Development 
(Ae'BulO 

US$100,000,000 7.025% Notes due 2007 

(the -N oth’) 

NOTICE IS HEREBY GIVEN dm, afl of the ouuondng Notes wBl be 
redee me d by die Bank on November 14. 1998 (die "Optional Redemption 
Date"), pursuant to Condition 6(e) of die Terms and Conditions of die 
Notes and Condition 15 of the Pricing Supplement dated November 7, 
1997. The Notes wfl be redeemed at their principal amount outstanding 
together with accrued interest to the Optional Redemption Date, interest 
dial cease m accrue on and bum die Optional Redemption Dae. 

Payment of principal aid Interest wfl be made on November 16, 1998, 
a^frtst presentsRion and surrender ol respectively the Notes and Interest 1 
coupons appertaining to the Notes » the specified off ce of Gtftank, NA. 
London Office or Bznque Paribas Luxembourg. 


International Bank for Reconstruction said Development 
ByrOtftank.bLA, as Global Agent 

Dated November 6, 1998 


BANCO CITIBANK SA. 

(The Issuer*) 


U.S.S500.000.000 

Global BrazU-Rstatsd MecBum-Tenn Note Program (the-Ptopann 
Notice of Resignation ot Paying Agent and Appointment of 
New Paying Agent 


Notice m hereby given that (I) The Yasuda Trua» and Banking Company 
Lhnftad. New York Branch, has resigned as a Paying Agent under (he 

S&SoaOOOLOOO prfnSpaf amount 0^43% RxedRate Notes due 
December 10. 1999 under the Progam (the ‘Outetarvfing Series’) and 
(H) (he Issuer has, wflh the approval of Yasuda Bank and Trust 
Company (U SA), as Trustee tar the holders of Notes issued wider tha 
Program, appointed Chase Trust Bank to serve as a Paying Agent 
under the Program and as Principal Paying Agent with respect to the 
Outstanding Series, 


BANCO CmBAMCSA, 
SSoPaJo 
November* 1998 



TSE lags other exchanges in derivatives 


without subjecting the bid to 
open auction. The trades are 
later registered with the 
exchange as cross-trades. 

So while volume on the 
TSE has quadrupled since 
1989, the exchange’s central 
order book, where buy and 
sell orders are matched, has 
not grown and has actually 
been dec lining since 1995. 

The problem is expected to 
become more severe with the 
expansion of alternative 
trading systems in Canada, 
which offer lower transac- 
tion costs and anonymity for 
institutional investors. Pri- 
vate companies that offer 
electronic trading services 
are already well established 
in the US. Some 50 compa- 
nies handle about 4 per cent 
of New York Stock Exchange 
trades and 20 per cent of 
Nasdaq volume. 

In Canada, alternative 
trading systems have been 
prevented by securities regu- 
lations from competing 
directly with the ex chang es, 
but these restrictions are 
expected to ease soon. 

Mr Brown this week pro- 
posed the creation of a “con- 
solidator" that would link 
Canada's four traditional 
exchanges - Toronto, Mon- 
treal, Alberta and Vancouver 
- with new trading systems 
in a sort of virtual national 
exchange. This would allow 
orders to be filled at the best 
price on whatever exchange 
that price appears. 

The TSE also unveiled last 
month a proposal to become 
a for-profit company, as was 
done by the Australian and 
Swedish exchanges. The TSE 
hopes privatisation will 
make it into a lower-cost. 
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Optlmark for more than a 
year, but has made no deci- 
sion yet. 

The problem of declining 
liquidity may be more acute 
than even innovative regula- 
tors and exchanges can suc- 
cessfully address. Bill Reidl, 
president of Fairvest Securi- 
ties in Toronto, says the 
large bank-owned broker- 
ages do most of their trading 
internally because it pays to 
do so. 


Boston 

Scientific 

faces 

lawsuit 


By Victoria Griffith in Boston 


Liquidity ratio 

Futures and options Index. 1995 
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more entrepreneurial organi- 
sation. 

Initiatives include an 
agreement with Standard & 
Poor's to develop new deriv- 
atives trading instruments 
for the TSE. which has one 
of the least developed deriva- 
tives markets of any major 
exchange. 

But creating an entrepre- 
neurial culture In Canadian 
stock exchanges will be no 
easy task. Edward Waitzer, 
former chairman of the OSC, 
says Canada has been slow 
to respond largely because of 
a history of protectionist 


measures that restricted the 
entry of new competitors. It 
is only in the last decade, for 
instance, that banks were 
even permitted to enter the 
brokerage business. 

The TSE has not yet 
adopted some of the new 
technologies that might 
reverse the growth of 
upstairs trading. Nasdaq, for 
instance, will soon begin 
using- the Optlmark elec- 
tronic share dealing system 
which allows large orders to 
be matched on exchanges 
anonymously. The TSE has 
been in discussions with 


U pstairs trading is highly 
profitable because it 
allows the dealer to col- 
lect both ends of the com- 
mission, and sometimes to 
profit from the spread 
between bid and ask prices. 
Increasingly the brokerages 
have even been bundling 
small retail trades into 
larger blocks and matching 
than internally. 

Nor will it be easy to stem 
the flow of Canadian listings 
to the US. More than 220 
Canadian companies inter- 
list on the TSE and a US 
exchange sim ul taneo usly. 

In a report last month, the 
TSE warned that “US compe- 
tition for liquidity may chal- 
lenge the TSE’s leadership 
for price discovery in Cana- 
dian securities. 

Ultimately, the TSE may 
be marginalised with Cana- 
dian companies bypassing 
it altogether and listing 
exclusively on a US 
exchange." 

While initiatives to 
enhance the TSE’s liquidity 
may discourage some inter- 
listing. analysts say interlist- 
ing will grow as more - and 
more large Canadian compa- 
nies find their size simply 
exceeds the demand from 
retail shareholders in 
Canada. 


A class-action lawsuit was 
yesterday launched against 
Boston Scientific, the medi- 
cal device company, alleging 
that the group misled store- 
holders by mis-stating its 


CMS Energy, the Michigan-based utility, aid DTE Energy. 

the Detroit-based energy group, yesterday a nnounced - 
plans to construct and manage a $24Qm co-generation 
power plant for Ford Motor Company's Rouge mamitactur?. 

ing complex. , ' \ 

Hie new natural gas-fueted plant will replace ttoexisr- 
ing Rouge powerhouse, and CMS said that it had signed a 
letter of orient with Ford and Rouge Steel to provide ig} to 
400 megawatts of electricity and 1.7m pounds per hour ot 
steam over a 15-year contract period The joint venture 
that wffl operate the project wffl be owned 70 per cent by 

CMS and 30 per cent by DTE. 

The Rouge complex is Ford's biggest manufacturer ana 
nates back to 1918. It employs about 10.000 people, from - 
both Ford and Rouge Steel. There is interest In foe deal • 
because there have been relatively few independent power . 
plants built in the US recently, as the nation's move 1 

towards more deregulated electricity markets has created 
uncertainty and diverted in vestment 
CMS last brought on new power in Michigan in 1990. 
with the Midland co-generation plant Ford said its hone 
state remained short of electncal generation capacity, as . 
well as transmission capacity. It said any surplus power 
from Rouge would be ted Into the state’s south-east grid. 

The project Is due to replace the existing powerhouse In 
2000. Nikid Tait, Chicago 
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Microsoft, Qualcomm 
plan wireless data venture 


By Louise Kehoe 
bi San Francisco and 
Christopher Price In Zurich 


Microsoft is planning to 
form a joint-venture com- 
pany to develop software 
and services for wireless 
data communications with 
Qualcomm, the developer of 
wireless communications 
technologies and products. 

The venture, to be 
announced next week, is 
expected to develop software 
for use with a new genera- 
tion of digital communica- 
tions and computing devices 
that combine the features of 
cellular telephones with 
those of mobile computers. 

The link-up Is expected to 
focus on technologies and 
services for linking corpo- 
rate computer networks to 
wireless data networks. 

It signals a bid by Micro- 


soft to establish its role in 
the emerging market for 
wireless data communica- 
tions in the face of potential 
competition from Symbian, a 
recently formed wireless 
communications alliance 
formed by Psion, the UK 
band-beld-computer com- 
pany. Symbian partners 
include Motorola of the US, 
Nokia of Finland and Erics- 
son of Sweden. 

Symbian aims to establish 
its Epoc operating system 
software as the standard for 
a new generation of wireless 
data communications 
devices. 

Yesterday Symbian 
acknowledged that the 
Microsoft/Qualcomm ven- 
ture could represent compe- 
tition. However, it added 
that the move by Microsoft 
would “legitimise what we 
are doing. It demonstrates 


the Importance of wireless 
information devices." 

Industry analysts expect 
the Microsoft/Qualcomm 
partnership to adopt Micro- 
soft’s recently announced 
“microbrowser” for use on 
wireless devices, together 
with Microsoft’s Windows 
CE operating system for 
hand-held devices. 

Separately, in Zurich yes- 
terday, Scott McNealy, chief 
executive of Sun Microsys- 
tems, expressed interest in 
joining the Symbian alli- 
ance. Sun’s Java program- 
ming language is an integral 
part of the Symbian software 
development effort 

Mr McNealy denied that 
David Potter. Psion chair- 
man, had discussed with htm 
the possibility of Sun invest- 
ing In Symbian. 


See Lex, Page 20 


Bookseller lines (Ecuador banks 


up website chief poised to merge 


By John Labate hi New York 


Barnes & Noble, the US 
bookseller, has appointed 
Jonathan Bulkeley as chief 
executive of barnesandno- 
ble.com, the company's 
online book division. 

Mr Bulkeley has headed 
America Online’s UK 
operations for the past six 
years, and has also served as 
managing director of AOL’s 
European joint venture with 
Germany’s Berte lsmann _ 

“What Barnes & Noble has 
done in the store we need to 
, do Online.” Mr Bulkeley said 
yesterday. “There's still a lot 
to do and obviously we're 
not the largest online book- 
seller. But Td like to be the 
best." 

Since its inception in early 
1997, barnesandnoble.com 
has had mixed success in 
challenging the leading 
online bookseller Ama- 
zon.com. Its website has 
undergone several redesigns 
in recent months and has 
seen strong growth during 
that time. 

In revenue terms, how- 
ever. it rg&nains jiwarfed by 


Amazon.com, which is 
nearly 10 times larger. Mr 
Bulkeley also joins baroe- 
sandnoble.com at a time 
when online booksellers, led 
by Amazon.com, are branch- 
ing Into new lines, ranging 
from music to videos. 

Mr Bulkeley’s appoint- 
ment indicates Bertelsmann 
is taking a prominent role in 
the future of bamesandno- 
ble.com, according to Dan- 
ielle Tumof Fox, equity ana- 
lyst at JJP. Morgan in New 
York. “It should be a major 
accelerator in leveraging 
Barnes & Noble’s brand 
online.” 

In October, Bertelsmann 
said it would pay $200m for a 
50 per cent share of bame- 
sandnoble.com. The public 
offering for the online divi- 
sion, which had been expec- 
ted this autumn, was 
shelved owing to the new 
partnership. The IPO of bar- 
nesandnoble.com is still 
expected to go forward, per- 
haps in the first half of 1999. 
Mr Bulkeley replaces Step- 
hen Rlggio, who returns to 
full-time work as vice chair- 
man of Bjjrnss & N oble. 


By Justtos Newsome in Quito 


A merger between three of 
Ecuador's banks is set to cre- 
ate a national mega-bank 
with more than 20 per cent 
erf the market 

The Banco Padfico Popu- 
lar (BPP), co mbining Bang) 
del Parifl co. Banco Popular 
and Banco Coffee, will- have 
assets of 823b n. The three 
banks’ 10,000 shareholders 
will meet at the end of this 
month to vote on the dpni 
which must then be 
approved by the Superinten- 
dency of Banks, the sector's 
regulatory authority. The 
whole merger process is 
expected to take two 

mnnlhs 

The merger announcement 
has been welcomed by Ecua- 
dor’s banking authorities, 
keen to rationalise a weak- 
ened and over-populated 
financial sector, where 40 
institutions serve less than 
6m customers. The authori- 
ties have been quick to 
emphasise that this is a 
union between strong and 
complementary institutions, 
J3ut_there\?re hopes that the 





need to compete with the 
new mega-bank win lead to 
further mergers and an over- 
all strengthening of the sec- 
tor. 

“We have already had a 
process of mergers on a 
smaller scale but we see this 
very positively," said an 
executive at the Private 
Banks Association. Analysts 
believe such rationalisation 
of the sector could make it 
more attractive to invest- 
ments by foreign banks. 

Banco del Pacifica, Ecua- 
dor’s fourth largest, is a 
retail bank which has 
invested heavily in technol- 
ogy. Banco Popular, the fifth 
largest, and Cofiec, a smaller 
bank, have a mainly corpo- 
rate cheat base. 

However, the banking sec- 
tor as a whole has been, suf- 
fering a liquidity squeeze. 
Although bad debts are offi- 
cially valued at only 5 per 
cent of banks’ portfolios, 
analysts believe the real fig- 
ure is considerably higher. 

Ecuador has had almost 
four years of slow economic 
growth and political instabil- 
Jty. V- 
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By Andrew Boiger 

tv Royal & Sun Alliance, the 
■ UK-based composite Insurer, 
yesterday warned it would 
cut jobs and withdraw from 
certain areas of b usin ess 
after reporting a collapse in 
profits and unexpectedly 
high underwriting losses. 

RSA’s shares fell by 50'/,p 
to 495'Zip, and dragged down 
other composites such as 


Guardian Royal Exchange 
and CGU, as the market 
became, alarmed over the 
continuing pressures on gen- 
eral insurers - particularly 
in commercial property. 

Operating profits in the 
nine months to September 
dropped to ES42m (8576m) 
against £738m at the samt> 
stage last year - weD below 
analysts' expectations. 

Bob Mendelsohn, chief 


executive, said: These are 
results that clearly have 
teen affected by the excep- 
tional weather losses and the 
large commercial property 
claims which have hit the 
industry as a whole. Even 
allowing for these factors, I 
consider these results to be 
disappointing. During the 
balance of this year and 
throughout 1999. we will be 
aggressively addressing both 


the underwriting and 
expense components of all 
our operations.'' 

Mr Mendelsohn declined to 
specify where any job cuts 
might fall, but most are 
expected to be in the UK 
general insurance business, 
which employs about 32JD00 
people out of a total of 43,000 
staff worldwide. The UK 
commercial business, in par- 
ticular, may be hardest hit 


as a deterioration in trading 
is likely to mean a with- 
drawal from some lines. 

Total weather losses 
amounted to £l58m. an 
increase of £3Sm. In addi- 
tion. subsidence losses rose 
by £32m to EXISm. 

On the life assurance side, 
RSA said there had been an 
encouraging growth in new 
business in a number of its 
operations - particularly in 


the l?K, where new single 
premiums rose by 28 per 
cent and new annual premi- 
ums rose by 9 per cent. 

Mr Mendelsohn predicted 
further consolidation in the 
industry'- "As companies 
start to address their own 
cost issues the rationale for 
mergers and alliances 
becomes more compelling.” 
although ‘prices being asked 
are still too high at present". 


Loss on DIY disposal puts Boots in the red 


By Maggie tiny 

« ord Blyth, chairman, of 
ooLs, the retail chemist and 
healthcare group which 
reported interim profits yes- 
terday, said current trading 
was "not as good as we 
would like, but it's not a 
bloodbath 

He was referring to 
remarks by Sir Richard 
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It may be thought worrying . _ _ ... 

when a company feels the &Sun ABiaitce 
need to point out it is p™ 8 rahfrrc la it* Fist Afl-sore 


Bflnt since 8» merger 
160 



1996 1997 

Same QjtwarcnXY 


1933 


Greentmry, chairman of 
Marks and Spencer, who 
said there was a “bloodbath" 
in the clothing sector, when 
he announced a dip in that 
group's profits this week. 

Lord Blyth said that while 
consumer confidence had 
fallen, there was a danger 
retailers could talk them- 
selves into a consumer reces- 
sion. He said that, with yes- 
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NEWS DIGEST 

FOOD PRODUCERS 



Collapse in pig prices 
prompts PIC warning 

^Collapsing pig prices worldwide have cut profits at PIC 
Internationa], the pig breeding business left after the break 
up of Dalgety was completed in June. Yesterday the com- 
pany warned that operating profits in the current six 
months would halve from the £14 -3m achieved rn the six 
months to December 1997. 

"There are a lot of pigs out there." said Phil David, chief 
executive. Although pig producers are accustomed to 
price cycles, the current downturn had been "extraordi- 
nary”. Last month shareholders were told in the annual 
report that PIC was “more insulated against the earnings 
volatility associated with fluctuating slaughter pig prices". 
Yesterday Mr David said most of PIC’s competitors were 
now losing money while PiC was still profitable. 

However, analysts said the sudden profit collapse had 
damaged PIC’s image as a high-tech genetics stock. One 
said, "what was regarded as a growth stock is now a 
commodity stock”. Speculation increased that a bid for the 
group could emerge. 

Mr David said it was hand to predict when profits might 
improve, although he said the US futures market 
suggested pig prices might begin to recover next spring. 
Analysts cut their forecasts for the year, but said new estf- 
Sjnates were “best guesses”. David .Lang; analyst at Hen- 
derson Crosthwaite, the broik»-;'pencBteit in £12m. in the- 
last financial year, PIC made an operating profit of £28m. 

Mr David said outbreaks of swine f ever during the last . 
upswing of toe hog cycle had encouraged an excessive 
increase in production. That was followed by economic 
problems in many of toe large export markets for pork, 
such as Asia and Russia. In the US, hog prices have fallen 
from more than 60 cents a pound to less than 20 cents 
since mid 1997, while In Europe the drop.bad been even . 
steeper and prices were back to pre-war levels. PiC 
shares fell 8%p to 67Vfep- Maggie Uny 

INVESTMENT BANKING 


Setback for Barings settlement 

Three vulture funds threatening to block a settlement relat- 
ing to bonds issued by the collapsed Barings investment 
bank have enlisted one of Wall Street's heaviest hitters as 
, an adviser. Wilbur Ross, senior managing director at 
Rotoschttd Inc, toe US Investment bank, has years of 
experience on both sides of negotiations over the rem- 
nants of failed companies. 

His appointment by the three funds, which claim to con- 
trol a majority of one class of Barings bonds, is a further 
sign that toe proposed settlement, which would dear the 
way for partiel payment of £1 90m ($321 m) in holdings, is 
doomed. 

If the deal fails to win approval at a fourth attempt next 
Wednesday It will collapse, raising toe prospect of lengthy 
litigation against Barings' former auditors. 

The Halcyon, Scoggln and Milton funds have also 
appointed new lawyers from the recently expanded Lon- 
don office of Cadwalader, Wickereham and Taft, the New 

York firm . ^ . 

These funds have accumulated, at prices up to half of 
face value, more than half of $150m in floating rate notes 
issued by Barings in 1986. Under the plan. FRN holders 
would receive 60 per cent of nominal value, white holders 
of £100m of perpetual notes issued in 1994 would be paid 
23.6 per cent of face value. The vulture funds, however, 
argue that any money available should be paid to FRN 
holders first, since they have a higher legal priority in al Bq- 
uidation. They appear to be willing to see toe compromise 
collapse and take their chances in court Clay Hama 


BUILDING MATERIALS 


Aggregate/Tarmac talks progress 

Talks between Aggregate Industries and Tamtac over a 
£1 .66bn ($2.8bn) merger are understood to be progressing 
well and a deal could be announced before Chratoas. 
Senior executives from the two big building materials com- 
panies have been meeting regularly to discuss the combi- 
nation. 

Analysis beHeve toe merger would face strong opposi- 
tion on con petition grounds from toe Office d Fair Trad- 
ing. The new company would have a dominart poston jj 
quarrying In the Midlands and m toe produettand coated 
stone. But Construction News, the trade publication, faS- 
terday said Tarmac and Aggregate Industries were holding 

Informal talks with toe OFT to establish what d ispa** 
would be necessary .to avoid avert toe referral of toe 
meraer to toe Monopolies aid Mergers Commission. The 
OFT declined to comment Jonathan Guthrie 
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Micro Focus shares fall 43% 

Shares in Micro Focus fell 

Ll Domb had fallen. The group - whlchofferes^'jre 

S^KdSLgraded fufl-'year pretax profi«fo«asts 
esenvto £1 6 g. -Susanna Vo yte^ 


terday's interest rate cut and 
further reductions expected, 
consumer confidence could 
pick up next year. 

Boots made a E74.7m 
($I26m) pre-tax loss in the 
six months to September 30, 
compared with profits of 
£105.-lm. But this was after a 
loss of £322£m on the sale of 
Do It All, the DIY chain In 
August. That loss largely 


RESULTS 


reflected goodwill previously 
written off against reserves. 
Excluding exceptional losses 
in both periods, pre-tax prof- 
its slipped 0.8 per cent to 
£251.4m- 

Fully diluted earnings per 
share were l&9p, down from 
19. Ip, before exceptional , 
while including those losses 
Boots incurred losses per 
share of ifi.lp. compared 


Pre-tax 


with earnings of 2.6p. 

Lord Blyth said it had 
been bard to disentangle the 
effect of weaker consumer 
confidence from that of the 
“miserable" weather of the 
summer and recent weeks. 
In all. the poor summer 
weather had cost £20zn in 
sales and £8m in profits. But 
the group was better pre- 
pared than ever for the 


important Christmas period, 
he said, with more stock in 
the shops early. 

The shares jumped S2p to 
948p. in spite of a fall in the 
market, but analysts put this 
down to a recovery from 
recent share price weakness. 

Turnover rose from 
£2L37bn to £2.4tibo and oper- 
ating profits advanced from 
£M3m to £251m. 
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running Its operations on 
‘strict business criteria". 

Insurers, though, cannot 
be reminded enough times 
not to chase unprofitable 
business. Royal & Sun Alli- 
ance's results were such a 
reminder. Admittedly, profits 
slid mainly because of a 
string of disasters, including 
exceptional weather losses 
and large commercial prop- 
erty claims. But this does 
rather go with the insurance 
territory. And the big con- 
cern is that as both the UK 

and the l-S economics head south, the level of claims tviii 
shoot up. That, combined with a sluwduivn in new business 
being written presents an ugly picture. 

Meanwhile, competition is still putting pressure oil rates. 
For a company still Iocused on commodity-style insurance 
products - household or coimnererai property - these are 
painful limes. 

Of course, the company needs to cull unprofitable lines. 
This, though, compounds the problem of excess capital 
which besets the industry. In its guest for groutli. Royal & 
Sun .Alliance is partnering household names such as Roots 
and Halifax. These distribute and sell pnlicii*s. leaving Kuyul 
as the underlying insurer. 

The problem is that these are very powerful distributors, 
skilled at squeezing their suppliers' nuirgius As if this wen. 1 
not a big enough challenge, still more needs to be doin> on 
reducing ousts. 

Boots 

Bools turned in a less blood -spa tiered .set of results than 
fellow retailer Marks and Spencer. Tic it is not wholly sur- 
prising: Boots classifies around two-thirds of its products .is 
essentials. The average ticket size is also smaller. But at 
least it sends a message that bad weather and fullering 
confidence has not washed away the High street completely. 

Trading uncertainties aside. Boots is in robust health. To 
a decent record of delivering value has been a tidal a restless 
creative energy. This is most clearly evident in the way the 
brand is being stretched - to areas as disparate ns insuramv 
and dentistry. 

By moving upmarket, the company has also neatly side- 
stepped the main competitive threat, from supermarkets. Of 
course, this leaves it more vulnerable than before, should 
the economy sink into a recession. But it remains a safe bet 
compared with most of the retail sector. 


Railtrack 
hopes to 
develop 
profit 
sharing 

By Chartss Batchelor, 
Transport Correspondent 


Railtrack. the rail infra- 
structure provider, hopes to 
develop a range of Income or 
profit sharing deals which 
would increase its return on 
investment and give it a 
greater share in the expected 
rafl renaissance. 

Gerald Corbett, chief exec- 
utive, said yesterday that 91 
per cent of Railtrack 's 
income was based on track- 
access agreements which did 
not reward it for increases in 
train services and give it 
little incentive to invest in 
enhancements to the rail 
network. 

Apart from the £2.1 bn 
($3.5bn) west coast mainline 
upgrade, where it has a 
income-sharing deal with 
Virgin Rail, Railtrack has 
begun to plan improvements 
to the east coast main fine 
which would cut 45 minutes 
off London-Edinburgh jour- 
ney times. 

It is carrying out a study 
of the 15 most serious bottle- 
necks on the rail network, 
while the train operating 
companies have put forward 
2.000 smaller improvement 
schemes which they want 
carried out 

Mr Corbett was speaking 
after Railtrack had an- 
nounced a 13 per cent 
rise in pre-tax profits to 
£224m in the six months to 
September 30, on turnover 
which rose 4 per cent to 
nearly £l_29bn. 

Railtrack has been critic- 
ised by train operating com- 
panies for failing to 
support investment propos- 
als and has been under 
pressure from the rail regu- 
lator to speed up invest- 
ments. 

"We want more profit- 
sharing deals to align our 
interests with the train oper- 
ators.” said Mr Corbett 

Railtrack 's attempts to 
-reposition itself as a growth 
stock rather than utility has 
yet to convince some in the 
City. 

‘'The main Improvements 
wiU come from Railtrack 
hacking away at its cost 
base." said Andrew Darke, 
an analyst at Williams de 
Bro6. "Even the projects 
already under way will con- 
tribute little to profits for a 
long time." 

Railtrack is also keen to 
take over the management 
of London Underground's 
Infrastructure, 

It is looking at the pros- 
pect of reviving the Crassrail ■ 
project - a plan for an east- 
west main line link under 
London - but using the 
northern loop of the Circle 
Line instead of driving a 
new. tunnel. 


Sahaviriya Steel Industries Public Company Limited 

(theXkxnpanyl 

Notice of an adjourned meeting of the holders of the outstanding 

U.S.$110, 000,000 3Ya per cent Convertible Bonds due 2005 

(the "Bonds’) 

Notes is hwetoy given mat a meeting of the hokteis of the Bonds (the ■Bondhotdere’) held in London on October 10. 1998. was hekt to be inquoiate and. purouant to paragraph 6 of 
Schedule 3 to tne Trust Deed dated July 26,1995, made between the Company and Chase Manhattan Trustees Limited (the Trustee*) as trustee for the Bontfliokters (as amended 
andfor supplemented from time to time), was adjourned to 2.30 p.m. (Bangkok time) on November^. 1998 at the offices of Sahaviriya Steel Industries Public Company Limited, located 
Hi 28ft Prapswit Building, 3rd Hoot, Surasak Rood, Stem. Bangrak. Bangkok. 10500, for the purpose ot considering and, if thought fit, passing the following resolution which wifi be 
proposed as an Exbaonfinaiy Resolution in accordance with the provisions of the Trust Deed. 

EXTRAORDINARY RESOLUTION 

"THAT this meeting of the holders of the outstanding U-S^no, 000,000 3» per cent ConvertWB Bonds due 2005 (the "Bonds! of Sahaviriya Steal Industries Public Company United 
(the^ "Compansf) constituted by the^ Trust Deed dated July 26,1995 (as amended andfar supplemented, the "Trust DeecT)^ made between the Company and Chase Manhattan Trustees 
Limited (the "Trustee") as trustee for the holders of the Bonds (the "Bondholders"): 

(i) assents to the following modfircattons to theTerms and Conditions oflhe Bonds as follows: 

• The deJaiian of the last paragraph of Conefiflon 10 and the Insertion of the Wowing wording in its place: 

Upon any such notice being given to the Company, the Bonds wi immediately become due and payable at their US dollar principal amount together with accrued interest, 
together payable in Thai Baht at the Weighted Average Irtertsank Exchange Rasa announced by the Bank ot Thailand [or the date of such notice." 

• The detetion ot the second santenoe of Paragraph 5 of the Third Schedule to the Trust Deed and the insertion of the following wording In its place: 

The quorun at a meeting for passing an Extraordinary Resolution shall (subject as provided below) be two or more persons present In person holding Bonds or being proxies or 
repreMrrtativra arxl hoWn g or represanting in aggreg^e over 30 per cent in principal amoumi^ the Bonds for the time being oufet ending proirtded that tfw quo rum at any meeting 
the business of which Includes any of the matters specified in the proviso to paragnteh 16 Shan be two or more persons so present holding Bonds or being proxies or representatives 
and hohSng or representing tn the aggregate over one-tWrd in principal amount oi the Bonds Idt the time bBtng outstanding.* 

• The deletion of Paragraph*! of the Third Schedule of the Trust Deed and the insertion of the following wotrfing in Its place: 

■Extraordhary Resolution means a resolution passed at a meeting of Bondholders duty convened and held in accordance with these provisions by a majority consisting ol not less 
than 51 per cenL of the votes cast": 

(i) requests the Trustee to enter Into a Supplemental Trust Deed in such form as the Trustee shall approve to effect (he modifications in (i) above and any other consequent 
modifications of the Trust Deed or the Terms and Concfitions ot the Bonds as the Trustee deems appropnate: and 
(ffl) discharges and exonerates the Trustee from any liability to Bondholders in respect ot acting in accordance with the request in («) above." 

BACKGROUND 

Information has been provided by the Company to relation to "Developments in Thailand" and financial highlights of the Company which are available from any ot the Agents 
(as specified below). 

The attention of Bondholders Is particularly drawn to the quorum required for an adjourned meeting which is set oui betow. 

Coptes of the Trust Deed (foduefing the Terms and Conditions of the Bonds and the Hrst Supplemental Trust Deed) win be available for inspection, and forms ot clocuments referred to 
betow will be avaSable for collection, by Bondholders at the specified office ol the Principal Paying Agent, the Registrar and the Paying, Conversion and Transfer Agents set out below 
during normal business hours. 

tn accordance with normal practice, the Trustee expresses no opinion on the merits ot the Extract cSnaty Resolution but has authorised rtto be staled that n has no objection to the 
Extraordinary Resolution being ntomrtted to the Bondholders tor their oortHMoratioa 

VOTING AND QUORUM 

Voting Instructions, proxies and sub-proxies issued or given in respect of the meeting on October 16, 1998 will continue to be valid (or the adjourned meeting unless previously 
surrendered, revoked or amended. If beneficial owners wish to change the person voting on their behalf they should contact DTC. Eu roc tear or Cede! Bank in respect of 
any amendment 

A Bondholder may, by executing and delivering a form of proxy rn English to the office specified below of the Principal Paying Agent (as specified below) not later than 24 hours before 
the time fixed lor the meeting, appolnl a proxy to act mi ilsbehalt in connection with the meeting. 

A Bondholder which Isa corporation may deliver to any Agent not later than 24 hours bet ewe the time raced for the meeting, a resolution ol its cBrectors. in English, authorising any person 
to act as its representative in connection with the meeting. 

MPOBTAWRThe Bonds are currently In the form of two Global Cer tifi cate s (as defined In the Trust Deed). One Global Certificate Is registered bi the name of a nominee of 
The DeposRoryTYust Company (“DTC”). The other Global Certificate is registered In the name of Chase Nominees Limited. Each person (a “beneficial owner) who Is the 
owner of a particular nominal amount of the Bonds, as shewn In the records ot DTC or DTCs participants (“DTC Participants - ) or Euroctear, Cadet Bank or their respective 
iiccount-hoWera(“Acooum-hokteTB"), should note that such person will not be a Bondholder for the purposes of this notice and will only be entitled to attend and vote at 
the meeting fn accordance with the procedures set out below, except that DTC Participants who have been appointed proxies by DTC may attend and vote at the meeting. 
Accordingly; if they have not already done so, beneficial owners should convey their voting instructions, directly or through the DTC Participant or Account-holder 
through whom they hold their interest In the Bonds, to DTC, Eurociear or Cedel Bank in accordance with the procedures of Dll?, Eurodear or Cede! Bank and such DTC 
Participants or Account-hoWars or arrange by the same means to be appointed a proxy or sub-proxy. 

1. Bonds held through DTC 

1.1 K DTC appoints the DTC Partidpantsas its proxies under an omnibus proxy fat accordance with its usual procedures, (he DTC Participants will be entitled to attend and vote at 
the meeting- 

12 A beneficial owner which is not a DTC Participant but wishes to attend and vote at the meeting in person must produce a form ot sub-proxy issued by the DTC Participant through 
whom he holds his Bonds. Forms ot sub-proxy are available from the Principal Paying Agent. 

Fbrms of aifo-praxy must be defivered to the offices of the Principal Paying Agent not later than 24 hours before the time fixed for the meeting. 

13 A DTC Participant not wishing to attend and vote at the meeting in person may give a voting instruction torm and a beneficial owner not wishing to attend and vote a! the meeting 
may arrange for the DTC Partidpant through whom he holds his Bonds to give a voting instruction form, in each case, instructing the Principal Paying Agent to appoint a third 
person a a a proxy to attend and vote at the meeting tn accordance with the Instructions given Alternatively the DTC Participant may appoint a sub-proxy or. in the case or a 
benefldal owner who is not a DTC Participant, the beneficial owner may arrange (as described in paragraph 12 above), through the DTC Participant through whom he holds his 
Bonds, for that DTC Participant to appoint some other person (which may include the beneficial owner) as a sub-proxy, to attend and vote at the meeting in accordance with the 
beneficial owner* instructions. 

1.4 Voting instructions must be given to the P ri ncip a l Paying Agent not later than 46 hours before the time fixed lor the meeting and may not be revoked during the period starting 48 
hours before the meeting and enefing at the close of the meeting. 

Orty those DTC Participants shown In DTC's records on October 7, 1998 (tin "Record Date") will be entitled to vote on the Extraordinary Resolution or issue voting 
instructions to the Prtncfpai Paying Agent or appoint subproxies to enable their votes and those of beneficial owners who hold their Bonds through DTC Participants 
to be cast. 

2. Bonds held through Eurociear and CedBl Bank 

2.1 Those beneficial owners who hold their interests In Bonds, through Cadet Banker Eurociear (each a "Cleanng System") and who wish to attend and vote at the meeting should 
contact the relevant Clearing System to make arrangements to be appointed as a proxy irt respect of the Bends in which they have an interest for the purposes d attending and 
voting at the meeting. Beneficial owners must have made arrangements to vole with the relevant Gearing System by not Bter than 48 hours before the time fixed for the meeting 
and any voting instructions given may not be revoked during the period starting 48 hours before the meeting and ending at the dose oi the meeting. 

2 2 Those beneficial owners who hold their Interests in Bonds through a Cleanng System and who wish to vole at but do not wish to attend the meeting should contact the relevant 
Clearing System to arrange for another person nominated by them H)W appointed as a proxy in reaped of the Bonds in which they have an interest to attend to vote at the meeting 
on their behalf or to make arrangements forth® votes naSatlng to the Bonds in which they have an interest to be cast on their behalf by the Principal Paying Agent acting as a proxy. 
Beneficial owners must have made arrangements to vote with the relevant Clearing System by not later than 48 hours before the time fixed lor the meeting and any voting 
Instructions given may not be revoked during the period starting 48 hours before the meeting and ending at rtie dose of the meeting. 

3. Quorum 

The quorum required at tha adjourned meeting is two or more parsons holding Bonds or being proxies or representatives and bolding or representing in the aggregate over 
one-third in principaJ amount of the Bonds for the time being outstanding. 

4. Voting 

Each question submitted to ttie meeting shall be decided in thH first instance by a show of hands unless a poH is duly demanded by the chairman d! the meeting, the Company, Ihe 
Trustee or tv one or more persons holding one or more Bonds or being proxies, sub-proxies or representatives and holding or representing In the aggregate not loss than 2 par 
cenL to principal amount of tha Bands for the time being outstanding. On a show of hands every person who is present in person or any person who is present and is a proxy, 
sub-proxy w a representative sJafi have one vote. On a poll every person who is bo present shall have one vote in respect oi each U-S&1.000 principal amount of Bonds produced 
or fn itiepect of which he Is a proxy, sub-proxy ora representative. In the event of equality of votes Bither on a show of hands or a poll, the chairman shall nave a casting vote. 

To be passed, the Extraordinary Resolution requires a majority in favour of not less than three-quarters of the votes cast. U passed, tha Extraordinary Resolutkxiwlttbabtoirigori 
ail the Bondholders, whether or not present at such meeting. 
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TECHNOLOGY 


ENVIRONMENT ENERGY EFFICIENCY 




Warming to 
new initiatives 


Bernard Jamet of the EBRD tells Caspar 
Henderson of the former eastern bloc's 
growing appreciation of conservation 


W *■ The countries of the 
far} former Soviet Union 
<— - — I may have plunged 
into economic crisis, but 
Bernard Jamet is convinced 
that, in one respect at least, 
things are looking up. 

Like its co mmunis t fore- 
bears, present-day Russia, 
Ukraine and neighbouring 
countries are among the 
world's most inefficient 
users of energy. Yet Mr 
Jamet, director of the energy 
efficiency unit at the Euro- 
pean Bank for Reconstruc- 
tion and Development 
(EBRD), believes the benefits 
of energy efficiency are at 
last beginning to be appreci- 
ated. 

Some of the former Soviet 
satellite economies, such as 
Hungary and Poland, have 
made considerable progress 
in improving energy effi- 
ciency (although even these 
countries still lag behind the 
western economies). 

Mr Jamet says the need to 
follow this example is well 
understood at high levels 
across the old Soviet Union. 
Furthermore, he says, the 
practices promoted by his 
unit in the former east block 
offer lessons for other devel- 
oping regions. 

Energy efficiency has 
come in from the cold in the 
former communist nations 
as they move towards charg- 
ing a price for energy that 
more closely reflects Its 
costs. Consumers will face 
crippling power bills unless 
they can adapt, so real eco- 
nomic improvement without 
energy efficiency gains is 
scarcely feasible. 

Moreover, these states are 
committed to limiting emis- 
sions of carbon dioxide and 
other gases believed to con- 
tribute to global warming, 
and in the longer term 
energy efficiency will play 
an essential role in reaching 
those targets. 

Earlier this year, the 
EBRD signed its first deal 


for an energy service com- 
pany (Esco) in a former 
Soviet state. The project, in 
Ukraine, follows several 
years of success with such 
schemes in Hungary and 
other eastern European 
countries. 

Under what is known as 
“demand-side management," 
Escos undertake to manage 
and upgrade the delivery of 
energy needs of a given con- 
cern such as a school, hospi- 
tal or factory. 

They then impl ement effi- 
ciency improvements, and 
take a proportion of the rev- 
enue saved, while the cus- 
tomer benefits from reduced 
energy bills. Levels of risk 
are low. rates of return 
attractive, and energy 
savings of 25 per cent, and 
often much more, are 
achieved fairly easily. 

The concept is simple, but 
effective execution depends 
on specialist expertise In effi- 
ciency management and a 
willingness on the part of 
the financial backers to 
adopt an approach often 
unfamiliar to those who are 
used to backing large power 


with an understanding of the 
Esco concept," explains Mr 
Jamet But he is “confident” 
that, unless the economy 
melts down completely, 
within two years western or 
local companies will recog- 
nise the worth of 
the approach and seek to 
invest 

In Russia, by contrast, the 
RRwn ajma to follow pat- 
tern that has proved so suc- 
cessful in central and east- 
ern European countries, 
where the bank provided 
around a third of the debt 
and equity package, with the 
rest coming from private 
investors. 

The EBRD has already 
signed framework agree- 
ments with Honeywell, Lan- 
dis and Gyr and Compagnle 
Generate de Chauffe for 
Escos and renovation of dis- 
trict heating systems in 
Hungary, the Czech Republic 
and elsewhere. Mr Jamet 
believes these companies, as 
well as Russian ones, will 
not abandon their interest in 
doin g the ramp in Russian 
cities. 

“We have now developed 
an excellent relationship 
with the [permanent staff at 
the Russian] Ministry of 
Energy", a crucial partner in 
helping to spread awareness 



Bernard Jamet convinced that things are looking up 


Energy efficiency will play an 
essential role in reaching targets 
to limit greenhouse gas emissions 


generation - or "supply 
side” projects. 

The Ukraine project, 
named Ukresco, is to be 
almost totally financed with 
a loan erf around $3Qm from 
the EBRD. 

This is a first for the hank , 
which has sought to provide 
only about a third of the 
total debt and equity pack- 
age to Escos and other 
energy efficiency initiatives, 
with the rest coming from 
private sources. “You cannot 
find sophisticated private 
Investors in the Ukraine 


of the importance and viabil- 
ity of Esoos. 

In Ukraine two “very 
important” projects in this 
field - entailing S65m in 
loans and delivering up to 40 
per cent savings in energy 
use - could be signed before 
the end of the year, he says. 

Mr Jamet concedes that 
the situation in other 
regions of the world such as 
Asia. Africa and Latin Amer- 
ica is often very different: in 
many countries there is a 
“real deficit” in energy pro- 
duction. But he is concerned " 


about an entrenched attitude 

among the big multilatera l 

institutions which “always 
give preference to large scale 
energy production". This 
needs to change, he says. 
The problem is that few such 
organisations have the 
know-how to e mail , 

scale demand-side projects. 
"What you need [are] dedi- 
cated [energy efficiency] 
teanrfsj. I have suggested a 
network . . .should be estab- 
lished within multilateral 
development banks, includ- 
ing the World Bank," he 
says. 

Not everyone shares Mr 
Jamet* s enthusiasm for such 
teams. Vivek Talvadkar, an 
energy specialist at the 
International Finance Corpo- 
ration, the private lending 
arm of the World Bank 
Group, agrees that efficiency 
should be at the heart of 
energy policy. He says the 
Group is already supporting 
Escos: but he does not think 
a dedicated energy efficiency 
team is necessarily the only 
solution. “We may not have 
one unit that does this. [But] 


many of our projects do con- 
tribute." 

For example, more than 
S230m is being loaned to four 
demand-side management 
initiatives in India. In China, 
the World Bank has funded 
985m of the $l50m Energy 
Conservation Project 
designed to foster new proj- 
ect financing concepts and 
institutions to promote 
energy efficiency, and to bol- 
ster the energy conservation 
infor mation prog ramm e. 

In Brazil, the hank is con- 
sidering a proposal to fund 
up to $10Qm of a 9200m proj- 
ect to improve efficiency in 
tbe supply and use of energy 
through the promotion of 
local Escos. But, stresses Mr 
Talvadkar, these initiatives 
and others must be seen in 
the context of broader 
reforms that will makp the 
price of energy more accu- 
rately reflect its cost- 

According to the IFC, this 
will open avenues for more 
direct forms of energy effi- 
ciency assistance, particu- 
larly investments in 
demand-side measures. 
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Navigation *** 

Now is the time that skiers 
start to wonder where they 
can get their next adrenalin 
fix There is plenty of ski 
stuff on tbe web, but how 
easy is it to find the resort 
you want, and book it from 
the site? Not very. 

One of the most 
comprehensive ski sites, 
covering Europe and North 
America, is Emap’s lski.com. 

It is superbly laid out, 
with easy navigation and 
pictures large enough to add 
interest without slowing the 
site down. It also has a good 
newsy feel, and gives the 
low-down on 200 resorts, 
including the price of beer. 
But despite the late booking 
facility starting 
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This announcement appears os a matter of record only. 
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FORT IS 


Solid partners, flexible solutions 


lias acquired 



Generale Bank 


The undersigned acted as financial advisor to 
both Fortis AG and Fords AMEV in this transaetum and in die 
concurrent restructuring of the Fortis Group. 


MORGAN STANLEY DEAN WITTER 


June 1998 
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to both Fortis AG and Fortis AMEV in this 
transaction and in the concurrent restructuring 
of the Fortis Group. 


Financial advisor 


June 2998. 
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NORMA COHEN 

THE PROPERTY MARKET 


3) 


An Italian trailblazer 


The spin-off of Uninn raises the possibility of a transformation 
the way real estate is owned and managed in the country 

Ina, the Italian insurer, 
listed the shares in its newly 


in 


spun-off property arm, 
Unione Immobiliare (Unim), 
on the Milan Stock 
Exchange this week, creat- 
ing the largest listed real 
estate company in Italy. 

With L8m so m of space, 
almost all in the Rome and 
Milan office and residential 
markets, it has assets with 
an appraised value of 
L5,5Zl.zbn (£2bn) as of 
December 31, 1997, according 
to its chartered surveyors, 
VCB Richard Ellis. The valua- 
tion implies an appraisal 
value at a 12 per cent dis- 
count to book value. 

The shares began trading 
on Monday at the L8QQ set 
by the Milan Stock 
Exchange and promptly fell 
to L?66. However, by the 
close of trade on Wednesday, 
they had risen to L830. 

The spin-off, coming in the 
aftermath of a protracted 
property recession in Italy, 
raises the possibility of a 
transformation in the way 
real estate is owned and 
managed in a country where 
economic and political condi- 
tions have historically dis- 
torted its performance. 

It is also likely to catch 
the eye of other European 
< composite insurers who have 
traditionally been heavy 
Investors in real estate but 
which expect better invest- 
ment returns from increas- 
ingly liquid equity markets 
on the continent. 

Unim is an entity 85.4 per 
cent owned by Isa's existing 
shareholders who will be 
entitled to free shares. 

Ina retains a 14.6 per cent 
stake in the company and 
holders of treasury shares 
qualify for Unim shares, tak- 
ing the insurer's total stake 
to 16.8 per cent. Unim says it 
eventually hopes to find a 
"strategic" holder of its 
stake. Analysts at Morgan 
Stanley, who acted as advis- 
ers to Unim. say that the 
company “has already 
entered into preliminary dis- 
j) cusstoas with- potential 
international ' Strategic part- 


ners in order to acquire 
®zpertise in selected areas of 
its business'’. 

Roughly 1 per cent of 
shares are to be reserved for 
a management share option 
scheme. 

Indeed, the ability to cre- 
ate a dedicated, focused 
management has been as 
much the rationale for the 
spin-off as the desire to 
improve Ina's return on 
equity. 

"The problem was that haa 
has been overcapitalised and 
most of that has been held in 
the form of property,” says 
Bob Yales, European insur- 
ance analyst at Fox, Pitt, 
Kelton, an investment hanir 
specialising in ha-nWwg and 
insurance. 

Mr Yates says that the pre- 
dilection of Italian insurers 
for property assets has its 
roots in Italy’s historical 
struggle with inflation. “In 
the bad old days. Italy was a 
hyper-inflating country with 
no equity market and with a 
corporate bond market that 
was by definition a junk 
bond market," Mr Yates 
says. However, Italy, per- 
haps more than any other 
EU member state, has 
embraced the euro and 
worked hard to meet the 
conditions to be among the 
first entrants to the new 
Euro currency zone. 

That has forced Italy to 
get to grips with its budget 
deficit its inflation rate and 
its currency. -Ina’s decision 

Unim's portfolio 

1997 

tyaagmintc*) 


to spin off its property arm 
“is taking a view on Italian 
inflation in a post-emu envi- 
ronment,” he says. 

Paul Bacon, senior partner 
at Healey & Baker Italy, 
notes that political condi- 
tions have historically dis- 
torted property demand, 
development and rents. 
Rents on residential proper- 
ties had been limited to 
increases of so more than 75 
per cent of the prevailing 
i n fl ation rate and rules lim- 
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ited the ability of owne r s to 
sell inhabited residences. 

More si gnifican tly, state- 
run pension funds invested 
their cash in property assets, 
and, Mr Bacon says, did it 
badly. 

So poor was their perfor- 
mance by the early 1990s. 
the pension funds were earn- 
ing annual returns of no 
more than 1 per cent and 
Italy’s social security system 
was splitting at the seams. 
In 1995. the law was changed 
so that pension funds could 
only invest in property unit 
trusts. “The Jaw was 
changed because principally 
state-run pension funds dem- 
onstrated that they could' 
not get returns out of them." 
he says. "The concept of 
active management didn't 
exist” 

A 1994 law has provided 
enabling legislation for the 
creation of closed end Italian 
property funds which win be 
required to meet the disclo- 
sure requirements of the 
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stock exchange and Trea 
sury. 

Moreover, investigations 
in the 1990s revealed the 
extent of co rru ption between 
developers and local plan- 
ning authorities. 

By 1995, he says, even pri- 
vate pension foods bad with- 
drawn from investment in 
Italian property. 

Property values slumped 
to the point where foreign 
investors, previously 
unknown in Kalian property, 
began to get interested- Mor- 
gan Stanley, the US invest- 
ment bank, purchased a 
L250bn portfolio of non- 
performing loans from 
Banco Sao Paulo di Torino 
while Schroders Interna- 
tional Property Trust bought 
into the Carosello Shopping 
Centre at Carugate, and oth- 
ers have followed. 

But Italy’s property mar- 
ket still has an uphill strug- 
gle. State-owned companies 
also helped to distort the 
property market under gov- 
ernment pressure. 

Organisations such as 
Enel and Agip were under 
pressure to build or buy resi- 
dential properties to let to 
workers at subsidised rents. 
Now that these companies 
have been privatised, man- 
agements have to consider 
what to do with the real 
estate assets. 

According to Healey & 
Baker, Enel has assets of 
L,6,000bn, while Italy’s Tele- 
coms company has property 
assets of more than L1.000. 

One problem for any reluc- 
tant owner of Italian prop- 
erty is that long-term hold- 
ers will find their capital 
gains taxed at 37 per. cent, 
sufficient to discourage 
other insurers from selling 
holdings quickly. Ina, for- 
merly stale-owned, was only 
able to crystallise its gains 
because of a oneoff exemp- 
tion from capital gains tax. 

French insurers have 
begun selling holdings, 
while in Germany, compa- 
nies such as Siemens are 
selling real estate assets. 
When that restructuring is 
in fun swing, Europe will 
begin to have a genuinely 
commercial real estate prop- 
erty industry. 


BANK OF CRETE SJL 

ANNOUNCING A PUBLIC CALL FOR TENDERS 
FOR THE TOTAL ASSETS OF ECON INDUSTRIES SJL 

The Bank of Ctete S.A (IS \takourcslHM Street. Athens 106 711. as special liquidator of the company ECON IndiiMm-s S.A. established at 
Markopoolo. Anita, (hereafter “ the company”! which has been placed umln special liquidation as per article 4t» of Law ltWMibs decision 
No. 7164/1998 of the Athens Conn of Appeal 

ANNOUNCES 

a Public Call for Tenders, with seated, binding offers for (he p ur c has e of the total auctsof the company referral u« heiou: 

BRIEF DESCRIPTION 

The Company was established in 1969. In May 1997. it ceased to operate and on 22-07-98 it was placed under special liquidation in KonlatKe 
with article 46a of law 1 893/90 The company’s function was the manufacture and sale of engineering, elwtro-opiieal and electronic pri&iuci* 

ASSETS FOR SALE 

The assets lor sate consist of: 

1 1 Ad industrial complex in tbe precincts of the municipality of Markoprajo. Attica, cm a plot of land atom 50JXWm2 ip area nidi building-* 
covering about 3.80Qm2 and l_50Qm2 under construction (concrete panels). 

2) for industrial complex in the pceonas of foe municipality of Spout. Attica. 00 a pk* of land of about 52^Slttm2 with building emenn,* jh.«t 
4^00sC with screw and boll manufacturing machinery. 

31 The elcctromerismica] equipment of tbe factory consists of: 

at A Fitting Shop which domains seventeen (17) CNC tooling machines (milling cutters, lathes, revohrac Luhcvi and nuv i**t amvowtotul 
lording machines. 

b> An Optical Department which contains optics fabrication, optical coolings and auxiliary measuring and chvrlinp equipment 

c) Ad EfcOIOOics Department which contains e qui pment for fabricating and checking primed circuit hoards and tuber i-kvuo-opucal clemenis 

d) A quality Control Department 

ej A B-cfass Workshop with small conventional machine tools and equipment for procevsinp metal surfaces and small. nm-prcs.Lsitin pieces ,»f 
older technology. 

D Air ooodiuoning in»talbtioro. electrical firefighting equipment, a telephone exchange and security s> stems- 
Abo for sale are the company name, its trade mark, its p ar tic i p at ions in related companies any claims ii may luxe unJ any i«Uicr element ni rt> :i- *t-. 

OFFERING MEMORANDUM - ADDITIONAL INFORMATION 
Imeicstcd parties may obtain a detailed Offering Memorandum and any other information mi signing a Cun (idem ialn\ Agreement. 

TERMS OF THE CALL FOR TENDERS 

1. Tbe tender will be conducted vn accordance with the provistoiu, ot article 46a of Law ISWZ.'l'Nti as supplemented t>y anwle M ot Law 
2000/1991 as io force today: the terms contained in the present calf for tenders and the terms contained in the Oltemi--’ Memivanduni 
regardless of whether they are repeated herein. The submission of a btodinp offer implies the accepuntY of oil lirese icnnv 

2. For more complete information on the company foe sale, interested buyers may obtain, on mo nature of a csmThleniialtly agKcmciu. a detailed 
Offering Memorandum and may ask for any other additional information. 

3. In order to participate in the render, interested parties must submit a sealed, binding alter in writing to Hie Athens N«nary riiblic as-icnai >■> 
the Tender, Olga Fcxopoukw-HadjizaharitHi at 77 Sotonns Street, tr floor, id tsot t 30177U4. Otter, mu-a he submmed m perwm or bv a 
legally authorised representative. Offers submitted beyond the deadline will not be accepted nr token into cunsjderjiinn iHlerv mu,: tvi 
contain terms which impinge upon their bindingness or which create vagueness as regards the price irfleicJ nr inclhid »f pjirik-ut ,<t ,m> irK-r 
essential poinc Tbe liquidating company and the creditors have the right, at their ahwdule discretion, either to tercet oiler, which couum tetuo 
or exceplioax. regardless of whether they are higher than others, nr m consider these terms as min- written, in whwh case the i>ifef iciium, 
binding as to the rest of its con lera. 

4. Offers must be accompanied, on penalty of annulment, by a Letter of Guarantee from a bank legally operaline in Greece, to the amount ol two 
hundred and fifty min i nn drachmas iDrs. 250/K)0.CXX)l as per specimen letter contained in the Offvnnc Mcnuxonduin. This letter of gturjnt.v 
will be valid until its return to tbe guarantor bank and will guarantee both the camera of the offer submitted and an> subw.s|u,vu unproi enicin io it 

3. The often will be unsealed by foe notary public in her office at 12 noon on Monday. 2* 1 November IW Pew ms tvis inc subnulied bids by the 
•leadline are entitled to attend the nr«««ii»g of foe bids. 

6. Offers most specify the price offered and the time and method of payment. In the event lh.il pan pay nu-m is in he nn credit, tlie niter must ‘■late 

whether it will he interest-bearing and at what rate, as well what guarantees there will be to ensure sis pay nseni 

7. The following are essential criteria for evaluating the offers 
aj the size of the offered price 

h| tbe guarantees for payment of any pan an credit and for abiding by the test of the terms nndetxaken. 
c) the credit worthiness and reliobiluy of the party concerned. 

8. On all points contained in the offers as well as on any other terms that may be agreed upon, the buyer must accept cundiiiuns ad.tttt,nialfs 
covered by practice or other securities which will guarantee abidance by his oWipauons. 

9. The elements which make up the assets of the company are being sold and will bv transferred “as is. uht-rv is" ami more spvLilically m ih.-.-i 
actual and legal condition and at the place where they are situated on the dale ol signature of the sale contract. Ihc liquiiUtutg enmpanx. tlte 
ctimpany in liqfuidatioo and the creditors arc not liable for any real or legal defects or lack of any punicutar. ol the objects tor sale, nor b-r any 
imperfect or inadequate description of them in the Offering Memorandum. Interested buyers, must, on their o« n resp»m.-,ihlii> and Jilieeiue 
and by their own means and expense, look into and form their own judgement of foe objects for sale. The submission ol on utter implies 1 f 1 . 1 t 
the interested parties are fully informed with regard to the actual and legal condition of the objects lor sale 

10. In tbe event that pan payment is on credit, the present value will e taken into account in evaluating the offer, which will he calculated on tiie 
besis of the interest rate in force, at tbe time of submission of the offer, for Greek Government bonds of one year's duration. 

11 Jh the event foal tbe person to whom the assets of the company under liquidation are adjudicated fails in his obligation to opfvar or liar umc 
and place specified in the liquidator's invitation, in order 10 sign the relative contract in accordance w itli the terms the present 
Announcement and of bis offer, as finally composed, then the guarantee, as above, is forfeited in far our ol the liquidator and the creditor . m 
order in cover all expenses of any kind, time spent and real or paper losses sustained, with no obligation to provide proof of micIl and consider 
the amount as a penalty danse and collect it from foe guarantor bonk. 

1 2. Tbe liquidator bears no responsibility towards participants in the auction, both with regard to foe report asswu'ng the niters nr 10 ht> proposal 
of the highest bidder. Also, he is not liable and has do obligation to foe participants in the auction in the event that the aucuon is cancelled or 
declared null and void if its result is deemed unsatisfactory. 

13. Those parties taking part in foe auction and submitting offers do not acquire any right, chim or demand from the prevent Announcement and 
from fodr participation in the render, against die liquidator or foe creditors for any cause nr reason. 

14. According to para. 13 of article 46a of Law 1892/1990 foe sale contract and the necessary transfers accruing from it and any ixIki relative 
transaction arc exempted taxes, does or state or thud pony rights or stamp duties, while foe rights and fees of notaries, tawycra. supervisors 
and mortgagors me restricted to 30%. Any expenses incurred in foe sale of foe assets (VAT. the fees of lawyers, notaries and mnnengoix 
judiciary supervisors, etc.) rights and other expenses) are to be borne by foe buyer. The present was drafted in Greek and translated utto 
En glish, However, in foe event of differences occurring in translation, foe Greek text will prevail. 

In order to obtain foe Offering Memorandum and for any additional information, interested parties may apply to the liquidator: 

BANK OF CRETE S A. IS Voukcwrestiou Sl. 1 0ft 71 Athens, Greece 
TeL (301 1 3628301-4. Fax: (301) 3631 1 13 (attn. Mr 2L Kasmaridcs or Mr. N. Sttssinr*) 
or at foe company’s installations at 
MARKOPOULO, ATTICA 

■■ ' TtL (30299) 40534. Fax; (30299) 40533 (atm. Me Z. Kawnarides or Mr. RStmimwi 


THE PROPERTY MARKET 




KISA HOLDINGS 

INTERNA TIO NAI. PROPERTY A INVESTMENTS 

Creating Investment opportunities between 
South Africa & Europe. 

We target areas of high investment potential 
in Real estate & Property development 
throughout the Western Cape 
St via the South African financial markets. 

By optimising exchange against 
European & US currency 
we can offer many areas of high return potential. 

At present we are de alin g with 
Conunercial/privafe property & real estate. 
Business and financial investment possibilities. 
Small to large scale development projects. 

Full information please contact Wayne or Robbie 

T U: (UK) 0171 435 1607 Fax: 0181 482 7057 

Email; realxcape@aoLcom 

Mobile: 0958555212 


Still investing in 
stocks and scares? 

Talk to us about the Real Estate alternative 
for Institutional Investors 




(£> Celexa 


Swedish properties for Sale 

property acquisition opportunity 18% return on equity 
Required cash, SEK 15 million (USD 2 million) 

Deal Residential portfolio in Sweden. 

12 500 sqm 

Location 1 .5 bourn from Stockholm 


Economy Rental income 

&.3M 

Operational cost 

3-8 M 

Nei operating income ' 

4.5M 

Interest on cuneni debt 

1-SM 

Net surplus 

2.7M 

Actual vacancy ratio 

4% 

Actual loan amount 


Construction year 


Price 

SEK SOM 


Please send your written reply to: 

Landahl & Wistrand Law firm - Mr Magnus Odin 
P.O. Box 5209. S-102 45 Stockholm - Sweden 
Ph:+ 46-8 666 6700 Fax:+46-8 6666950 


Sr.*:"--* • •' : 

".‘A-* 
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redundant 
IN THE CITY? 

Then be your own boss living in Somerset! 

Rate opportunity to purchase the freehold ot 
lease of a RestaurantfWine Bar with living 
accommodation over, in the thriving market 
town of Glastonbury. 

For more information 

TM: John Spencer on (01458) 832061 


Rea' aic !nve<tnu/ni 

<.o!i:;ia. [‘hiiin lnuni. m -i-4i ({)) l - ! 


21 November 1998 

World-wide Colour Property Supplement 


The Financial Times on the 21st November will publish a world-wide 
colour supplement on: 

“The London Property Market” 

This opportunity should provide a perfect advertising vehicle to all 
property agents and developers who are currently promoting their 
properties within the Capital and Commuter belt - 

Renowned for award winning editorial and excellent colour 
reproduction, this supplement will be distributed to an affluent 
audience of 1-2 million people In over 140 countries. 

Prime positions in mono/colour are stiU available, however, due to 
demand it is recommended to book early to avoid disappointment 

Preferential rates are being offered to those who wish to advertise 
within the London Supplement as well as one of the forthcoming 
world-wide colour supplements in the New Year. 


For further information please contact: 
The Property Team in London 
Tel: +44 171 873 3211/3591 
Fax: +44 171 873 3098 
email: robert.bryson@FT.com 


ST JOHN'S 


WESTMINSTER 

.on! c n 

- /V ' 

(_ ,'_L 'ifotUM- L YufuTu. 

J-'-yT+rT'- ■ 


An Invitation to Discover why 
St.John's Westminster 
is the World's Most 
Desirable Residential Address 


Limited Edition 
APARTMENTS 
CREATED BY 
INTCRNATIONALLV 

Acclaimed Designer 

J*L- 

John Stefanidis 


LIMITED EDITION SBOW APARTMENT NOW OPEN 

? 7 Unique apartments designed to 
clients* individual requirements from £475,000 
Other apartments available from £230, 000 


I? 

navnsfu 

ALLYMORE 

tsi 



TEL 0171 630 8866 


FPDsavills 


SET BETWEEN THE HOUSES OP PARLIAMENT, THE TATE GALLERY AND THE RIVER THAMES 


Northwest Area 
Foundation 

will accept bids until 
December 21. 1998. for ihe 
sale of approximately 5.680 
aaesoftnnberiandsand 
standing timber comprised 
primarily of Doughs fir and 
hemlock in Western Oregon, 
near Stover Home .Oregon. 

An invitation to bid nod on 
informatio nal memorandum 
can be obtained from: 

R. Alan Wight Esq, c/o 
MSDcr, Nash, Wfener, Hager 
St Carben LLP, Attorneys at 
Law. Suite 3500. U1 S.W. 
Pith Avenue, Portland. 
Oregon 97204-3699 


B1 PROPERTY INVESTMENTS 
- FROM £200,000 
Southern England 

Tel no. 0118 950 8366 Fax so. 0118 959 5857 

WOT.coimtxyestates.co.uk 


PROPERTY 

INVESTMENT 

MULTI LET NEW BUSINESS UNITS 
NORTH KENSINGTON 
LONDON W10 

Current income approximately £142,000 plus vacant units. 
Freehold for sate. 


Box Mi«2,nnanela} Times, 

One SouPrirartc Brtdga. London SE1 9HL 
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BUSINESSES FOR SALE 


ALPHA ASTIKA AKINITA 

INCORPORATED COMPANY OF REAL ESTATE COHSTBUCTIOHE TPUHIgr AHP WEIATtP ENi WALKS 


PUBLIC GAIL FOR TENDERS KM THE SALS OF THE ASSET* 

OF THE COMPANY “ATHAMASSKW ZACHAMKK - COTTON FACTORY AXV.E.” 


OF THE COWUff UTMIttWIPI ZAC t UttAK W ♦ COT70M WCWI1T AA.YX." 


CONTRACTS & TENDERS 


•ASTKMXMTA'SJMtt PanepUMou sir. 105B4Mw»Hw»r teespady 
u special by virtue d resoUGon Na 2S16/1O.07.T998 d ffa 

Ttessatanld Gout of Appeal, of the Inc o rporated coopery infer the tffle 
■ATHAMAS30S ZACHARAMS • COTTON FACTORY AE.V£-’ and he 
atorewtod He TOW AJE.V.E' (tencetortti tetenod to as the •entanrta). 
ANNOUNCES 

ApAficcaB toftenttere with seated. tatatirg otes, toffee sale of the total assets 
ot the enterprise infer special SquUrim by value of arBcfa 46a. L 189271500. 

ACmmEG AND BMEF DESCMPT10N OF TIE COMPANY 

The empty infer the tffle 'ATHANASSIOS ZACHARAKE - COTTON 
FACTORY AJ5.VJE’ and the abbravtated He TOW A.E.VJE. was estabfched 
by Act Not 2049ttZ3.T2.ta94 of (he Senes notary pdrite Theodora Koutkou- 
Hatzflrifanos. The sad of the company was MtaBy the MunicoaSy rf Sernas 
and ta oaranfiy the MuriqpaBy d TtessdonM. 

ThooljBCliwdhBconpenyoeco«inB»BsertlctedassodtfonlsthB|M3ua 

dpaBdfe adhtiesby l.lhe estaCBstmart d a cotton seed processing hdoty 

to fee Drama Industrial Zbn& 2. Tte partes* of seadbearing cotton, procasstag 
(gtmtog) cotton arid seta of the fHstad produd. 3. Ginning on beta! d thW 
parties- 4. Production d fibre in the fadorfes d thW partes or in > tottto wi to 
bo estabtahed by the company wd safe d the taffies produced. El Processing 
derivative products ty a company unS and safe thered, or sale tfwed to an 
upocesed taTTL The Company has a set-owned sto covering an read 
35.00039 a» ia a n a b as which cortaaa he wTa butt ing in ria laflcns. covering 
a Idil area d HJJ51&00 severe metres, aid the other addtanaf and audary 
buHtoga required far fis opodtan. On Jtiy 10. 1996, he corpeny came infer 
spedal bjjkMton provided by arid* 46a, L 1892/1990, by virtue d Decision no. 
251871996 d the Ttassatonld Court d Appeal, by which 'ASTRA AWN/TA" SA 
ms appointed sped* Bqufddor. 

The assets ol the "tonferprtsd* toduda one (1) site, wth at Is contorts, annexes, 
attributes and addfeons, vrtfe the bufldtog corapiox abated thereon [ginring 
factory), wflh aB its eladrical and mednnied «jiipnwrt and he machinery 
instated herein, and el he area ft covers to general. This site Is bcatod wflhto 
he Drama Industrial Zone. In he cadastral region d Xknpotemoa. Prefecture 01 
Drama. 

■MIES 

any Intomsted parties to rectere he offer roemararctam and si*ril a sealed, 
tfentfeng offer accompanied by a totter d guarantee by a Bank opening towUy 
hi Greece, ter the sun ot one tanked mfifion (100,000.000) dachmas and tha 
contents described In he offe r memor an dum. 

TERMS OF TIC CALL FOR TENDERS 
1 The pubfc cal tar lenders wtt be carried out accordng to ha provisions d 
article 46a, L 1692/1990 wWdi was added to the law by virtue d the 
provision of article 14, L 2000/91. as amended, modfeed and applcdte wtth 
the terms Included at the prosed col tor tenders and the terms d he oiler 
menaxandum, which Interested parfiea may obtain after submWtng a pledge 
of confidentially in wrfBnQ. 

2. In enter top«fldptfe in the cal tor tenders, MaraMed parties are Mad 
to daBvar a naiad. Mntfiag altar hi wrUng by 11:00 Mcndift Nonmber 
30ft, 19» to BwTlatsitaefld notary potofc Mbs. lomna NtatCbnuMta, 
H TstateU air, 546 24 7WESSALONBO, taL 031-270635. 

1 The ottos end the letter d guarantee mud be (fefvered 'n a rated. opaque 
envelope by he Interested party In person, or by his authortzad rcprwenhrtiw. 

4. The dtar must mention dearly he amouit offered tar he pudtase d he 
“Enterpriser mid must not enrtato any terms, efforts or vague phrases which 
rright creala unoertaWy as Id ha amount or On manner d payment d the sum 
betag offered or other matters ratatad to the sato. 

5. Oflm deivered altar he expMtan tUtewtt not be accepted and wU not be 
consderad. The blndaig nature d he otferevitt apply unffl he avndd he sato. 

6. The assets ofhe oorapaiy and al lie secondary bad of cum* attributes of 
whkto hay motel audi at real estate, moveable objects, noma, claims, Mb, 
ityts. etc. wtt ba add and tmnahrred "as and wham hay snT. La. In hdr real 
anl tagd ccndfor and at he place wfiare hey am tooted on the date of 

the contract of safe. 


7. The ftpifeting company and he cmfiora representing 51% d total dams 
apdret the ^ntaiswr [pare. 1, a«e 46a, L 1682/1990 as appfcattejarenot 
labia tor any togef or ml detects or he lack tt arqr attributes of he objects ana 
ngris bang sdd, nor ae hey Bdrie lor any ordsaions or inaccundes contained 
inliwIrdescripBonlnheolteri i ianiot an dumorlnanycom ap ondBnoB. 
fl.MerestedpatanOdpuRtiBseNareoHgeMupdBrheirownstperaiion.and 
by (her own means, expenses and posormal, to hvasUgria and acQjra a 
personal perception of he objects bdna sold, and to mental In hdr ofter hat 
hey are Uy Harmed aa to ho rari ml legal dabs of he assets infer safe 
9. The Rcjjid&tor and the crecftn mentnned ti pern. 7 obove are enUUod. 
accordng in their nun Judgement, to refect otters cont a ining ter m s id options, 
or he phrases mtansj to to pare. * above, regardtess of whether hey are 
Bperfor to ohar offers as regards the amount being oflered. 

In any one, the craotton are enBBed. aceortihg to their own ^idgement. to 
damns, offers oontaWng terms or condBo ns , regardtess d whritmr such 
dtars am superior to chare, or to corakter such tarns as non inducted, to 
which case he otter remains bindng ss to 9s other contents (arWe 2, pm. 3. 
L 2902/199^. 

ia to he event hat highest bttfer violates his oMgatai to enma ionord and 
sign he retevart contract wflNnten (IQ) days from the hvMwi by he ftMdalnr 
and obsarve he oMgatlons arising torn the presert amruncemert, the tetter 
of guarantae is tortatad In favour of the ttqufctattaQ campwiy, towards covering 
at is expenses of any type and 3s services, as also any deed or infeed 
damages, without he necessity of proving spacBc damage, and as a penal 
clause In favour d that company, deemed as laving been submHed wtt he 
dlsr, » hat he guarantee nay be oofeded from he Issuing Bank. The totters 
d guendea wtt be retailed, totowng the p^ment by the sucoessUWdderQl 
he amoint agreed and Ms MBment at al Q«toafions a rtstog fr om this 
•xiiounoareent and the dtar memomlen andtoflmrtng me trensolptton d he 
transfer oantrad: and Die peymad order. 

11. The eads d he dfera wfll be bratan by tte notary pubfle motfened 
above at her efS»,N 12 dtoM HoodaKNovamlMr 30ttLl9ML 
ia T7w sucrssrfd Wddar wtt bathe party Whose dhrwd bo judged by he 
Bt^addor and approved by ho credtars mentioned In para. 7 d he presed. as 
being he mod advantageous tar the 'Enterprise* crecBns. 
ia Tho tqddator wfl nody the successful bidder in wr*na d his oblgaOon to 
come tarward to he ptace end Aha time detenrined In the nobkaBon. tor 
dgring the contract transferring 8 m assets, accordng to the tarns d the otter 
and any Improved terms Did may be indfcated by the cretftors and agreed wtth 
he highesi bidder. 

14. Al caipenses and costs connected to he procectore d the various stages of 
the spedal Bquldatlon, from the ptararoant d tha comperqr under specaJ 
Icpldallon ty to the bansert p tton at the ads certifying thd ha highest bidder 
ha MBed his obfigattons. after ha award and transfer d the oorapanylj 
assets (such as taxes, strip duty, notary pubfids fees, registrwta fees, VAX, 
pubficaSora d he overal spedal hyddaUon procedure, dej wtt button the 
highest Mder exdusrvdy. as asserted In datel h the otter memonnkin. 

15. In the event d part d he purchase amount behg on cnxft, ha highest 
bidder wfl be irttar he oMgoflon to provide any guarantee requested by 
he Iguktater according to ha own esduBbre judgement, and wtt bear al 
(dated eapensss and toes tor the formation d sueh guarantees and heir 

16. The Sqddator and the editors wtt not bear any re&ponstdBy or bbSy 
against those who HI patidpds to the tender aa ragaida he evakraSon of 
ha offers, their recom nunda Bon d the suocessfuf bidder, any decHon tar 
repdHon or canedaltan of the tender and any other dedston relevant to he 
procedure and reabatkai dhe tandar. 

17. The present announcement has been drafted h the Greek language and 

fowidated Into he Engfah language, bi every instancahowevir, he Greek text 
wflprevdL 

Herasted partes nay cdtect dtar memo ran da end recede other hfam u fio n 
from Mr. Chrfetas Agahopoutoi and Ur. Ga r a s teno i Chrtstopodos, 43 
PmepUimiou Street Athens 105 64. totaphone nos: 326 6111 and 326 6110. 
fas na 326 6116. 



The share ownership structure is as foBows: 


State Ownership Fund 
Financial Investment Company 
Share outlets through mass pnraiisarion 
Share owners through public offer 
Shares assigned to me manager 


57.9174 

24.9984 

0.94X7 

1621268 

Q.U087 


fawny 


The sdfing offer price is of 25JJOO ROL/share and the vaiae foe shares parcdpul for sale is of 81,731,775,000 ROL 
The Co mpany P RE SENTA TION FILE required for subscription to line offer may be obtained at the State Ownwsup fund. 
BUSINESS CENTRE. OFFERS DIVISION ofifie Inummonal Re&tions Departmenl. Bucharest, 6 S lavroppleosSroreJ, scchir 3 pto.«. 
01/31 10495: 3123130; 3124231 and fax 04-OU3I21841. daily between SJKTmd 16.00 his., till the precedent dav of the offers ^hmjstoti. 
mclus^'d^'^a ^ce of SOJJOO.OOO ROL payd4e in account no. 25! 116980W8224 opened at Rumanian Bank farDetviopmeni - Bucharest 

Further information about the conmany's primrisarian nnv be offered by S-OJ.’s INTERNET SITE at the address wwwusuCro. or at the 
phone 040*0 1-3 14.62.81, fax 0404)1710.16^2 McAntomu Pornpiliu Sfanescu. 

In order to parti ci pale in the negoiiatioiu. it is compulsory buying the PRESENTATION FILE. 


THE PRESENTATION FILE will be released on presentation of: 
□ a copy of the payment otder for Che presentation file: 
u ioemny cad (or pasrowt.lbr. foreign citizens); 

0 cenificiK from the btdding company. 

Id order lojxmkdpaie in the 
of 3 participation 
account no. 2511 
guarantee into account no. 251 
National Bank of Romania. Bi 


NauiraJ/legal fordigt persons mav make theraimait for the SELUNG-BUYINC axuract in comcnible curmny Mthc e.irhunge rate 
transminwby NffiONAL ROMANIAN BANK at the dale of signing for the final Protocol fnr dosing of the (fired negotmtiaa. 

(My bidders dial prove they acquire die Pre se nt a tion Fite may submit their PURCHASING OFFER. 





CONTRACTS & TENDERS 


CROATIAN NATIONAL BANK 

Zagreb, Trg Burze 3, Croatia 

hereby declares 

inulraent of International Invitation to Tender with Previous Pre-qualification procedure for Special Audii 
of Cenain Banks in Croatia, published in Financial Times on 2 October 1998. 


for sale 

MIDLANDS ENGINEERING COMPANY 

Specialising in Mechanical Handling 

Turnover £45 million 
PBT £360,000 


Brook Corporate Finance Ijmriwl 
33 Great Charles Street Binmngbani B3 3JN" 
Telephone: 0121 C5 9003 


LoWmSMtEntage. 


CONTRACTS & TENDERS 


I ETBA 
Finance 


ECONOMIC & FINANCIAL SERVICES S.A. (formerly GREEK EXPORTS SJV.) 

ANNOUNCEMENT 

OF A SECOND INTERNATIONAL PUBLIC AUCTION FOR THE SALE OF THE FLOATING DRYDOCK D/D "AVUS" 

ETBA FINANCE ECONOMIC & FINANCIAL SERVICES SA. esublstwd In Alters (I Erato stterous SU. and legally 
represented n Is capaoiy as speoal Dqurtaior of NEORfON SHIPYARDS OF 5YROS SA. whidi owns Ihe Ifeatng drydock 
QO 'AVUS", n accordance vrth Decator No. 538/IWE of the Peaeus Court ol Appeal and tte provlsKins ol artete 7 ol Law 
Z53&1Wandartc*?4&aoILaw1892 , l990asconTae(T»niadbyartcfe14o<Law200(yi99l as ei Mrce today and totawng 
ite leoore Ircm ite cretftms ETBA SA and IONIATJ BANK SA dated 22*1 038 and 2/11A/B respectively 

ANNOUNCES 

a second ntematonal pubic aucecn with seated, bndng oilers lor Ihe sated tte Itoatng drydock D/D 'AVUS'. 

Summary data on tte floating drydock lor sale 

Tte floaUng riydcck DO "AVUS" has Men excepted from ihe assets ri ite company under fcqudatun named TCORION 
SHIPYARDS OF SYROS S A’ by special tegstaove pwlwri iarWe 23 ot Law 2198/94) and was tterekro not sold logeOier 
wrth tte alter assets cN Vie above company. Now. by virtue of ortode 7 ot Law 252&1997. the Bquidaior has been allowed to 
hold an international ptitic auction lor he sale ol the above Itoatng drydock 

Tte DT> ■AVUS’ is now at the HALKIS Shipyard and feted as numtier Ol n Tw HALMS Harbourmaster's Register ot Floating 
Dryttocks Its man specAcaiians are 


ETBA 


LRngcapa«\’ 15,000 tore 

BuEn 1378 

Length overall (LOAi 1350 metres 

Length along central keel blocks iBOOimtres 

WUtiowraltWOA) 41.5 metres 

WUMnskto 33.5 mews 


Height above Ihe Boor K.8 metres 

Depth below measuremem deck 17 rtwires 

Maxnum draught a 5 metres 

Construction Steel 

Buan Germany 

By GHH 


Terms ol tte Announcement 

1 . Tte auction wH be conducted in accordance witi tie prewaons ol article 46a d Law 18321930 as sifiptemenred by 
aitde 14 cf Law 20001991 and is amenefenants. the lerms oontaxiod m Ihe present announcement and Ite I arms 
contained In me raiatnre Otterog Memorandum, regaidtess ot whether or not they are repeated bi die present. Tte 
submlsNon al a bmdaig otter enplres accepure* ul al ttteoe terms. 

2. For a hiler awareness ol the floating drydock lor sale, interested buyers are invited to raceme, on signature ol a 
confiderfta&v agreement, the Offering Memorandum and tte specimen Letter of Guarantee <n order to submit a seated, 
bating after to tte Ermoupots, Syras notary piiifc as*yied lo Ihe auctnn. Ms BenAsnanL 7 Ottos MAropoUi Antorvau 
PoH. el (302811 87201 by 11:00 im. on Fmfey. 4" December 19S8 Tte sutmission ol often should e made r person or 
by a legally authorised representative Offers submitted beyond tte time Umir ml nol be accepted or taken rtlo 
consideration. Oilers must not coman terms upon which their birrirhytess wri depend cr which create vagueness unth 
regard to fee amnn or fee method ol payment ol fee offered puce or win regard lo any otter essental >jbus. Tte 
BtyJdfBor and fee creditors Rvuftwi Ite right, al fear irrcanlrouen&Je discretion, to rated offers wtteh cortan terms and 
exceptxys. or ccnsidcr then to be norveomaned. n wtveh ass fee ofler renuns bating wife regard to fee rest cf ts 
oortert. 

3. Due to the fact feat fee IJoamg diydn* QD ‘AVUS" is an irtispensabte and determnam etomanJ for fee operation of tte 
HALKIS Steward. 4 s hereby dearly staled Out a preccndilion tor paniopation m fee aucbcn lor ine sale at DD "AVUS", is 
p a m c yocori also n tte paraiel auctkxi lor fee sale of tte KAUUS Steyard. on penalty of mvaktaoon ol fee after Bofe 
otere wffl be taken Inlo accotri bi deiermrtng fee higtest bidder In fee above auebons Tte agnahre ol fee sale contract 
of D/O ‘AVUS* is correiafad won fee agnafurs of tte sate c ont ra d ot HAUQS Shoyard fe the event that, tor any reason, 
fee auctan tor fee sate at HALKIS Shpyard e declared nul and void. Iter fee auction lor fee sate of D-D ‘AVUS - will be 
ateorudBecL 

4. Oilers must be accompanied, on penalty of cnceHalion ol fee oiler, by a leaer of guarantee from a bank legally operating 
ei Greece, to fee amounl of one hundred mNon drachmas IGDR 100,000,0001 valid unti as return to fee guarantor bark 
and guaranteeing both tte substance ol fee otfor srAtmeted and any mprovemenis made to it 

5. Tte oners mi be unseated balore fee notary bi her oflee at 13900 hours on Friday, 4" December 1998. Interested 
patties who haw suhmvted bating oBers wffliri ihe ttne firtvt are anffled to aflend fee operntg of fee offers. 

6. Tte sealed, bating offers must spoafleaUy stale fee ottered amount and method of payment leash or on creda. fee 
nimber o I Bidafenents aid when they are to be paid and tte rate of interest during the entire period of payment), r no 
monoon is made cd a) fee mahod oi payment, bj whefeer fee ponton on credt viW bear interest or not and ci how tte 
neresi b to be catcuBtca and at what rate, then D wi be considered ccmespondfegiy feat al payment my be made bi 
cash, b) fee amount on credit wi be paid interest-free and d fee Intanest on any unpaid portion on creod wi be calculated 
at tte rate ol tte last issue of one-year government bonds ptus one percentage unn Part-payment on credit wffl be 
accepted cbi payment of al least 2S“i of tte total offered price In cash on s&iatura of tte relative sale contract and 
payment o) fee remaining portion by msu&neni wtthn nw |5) yearn at fee latest bom fee dare d signature at fee sale 
ocfebacl Tte entire amouni on must be covered by a tetter of guarantee from a bark tegafy operanig bi Greece. 

7. Tte Boating drydock D/D 'AVUST sha* be sold 'as ev and where s' aid, more spedficaUy. n rs aouai and legal ccndbon 
and ol fee ptace when) it is situated on fee day ol signature of the sale contract Tte kjuldalor. fee company inter 
fcquidabon and the creators are rwl raspansiae to legal of actual defacts or detaencres ol any kind of tte floating drydock 
an sale or lor any rwcmplete or naccurato doscnpUcn ol v in fee Oflemg Memorandum. Inrerested partes, should, with 
feeir own means and iSBgon-io and at fear own expense, look nto and form feelr own assessment c * fee tearing drydock 
tor sale. Tte subrmosxri of an otter diplies feat trie fetoreaeo party is tuly aware of the legal and actual sue of ite above 
ftoaungchydock. 

a fe fee were that part poymanrs on crwJL fee present value wi be taken Into account bi evafeaBng fee ofletwtucJiwi] be 
calculated on the bass of fee interest rale n fane, al fee time of suimbsaon of fee offer, for Greek GmemmerK bands of 
one year's duration. II oilers are mads n tarWji aarency, feelr valuo bi drachmas dial be cataiba e d a fee bark bong 
rnce on fee last day of fee deaeftne lor fee submesnn at biting offers n fee present auonn 


6 1 E. TT* iTv”t«..* */.*.■ I».T' ■ yj.vl^in niT-i^ .i; T •I*vi n.'. 1 .• ii *.'■ if - 1 *■ 


5hyyafa. 

ia h fee avert that fee person to whom fee floating drydock w4 be adjudested falls n Ms obligaton to appear a feu ttra and 
place specified n !te Bcyilato's Vivteaior, In Hdcr to sign fee relative contract m accordance retfi fed teihns ol fee presenl 
Announcahm and of hs oBw. as finaiy composed, fean fee gusrantee. as above, is forfeited n favour of the i gu ida tt r 
and fee creddors in order lo cover alt expenses of aiy knd. Brno spent and real cr paper losses susSsned. ram no 
obkqfflion fo provide proof c( such, and colder the amount as a peraffy efcnise and eaBeci t frsm fee guarantor bank, 
ii. The ^kjuidawr beats no ra^onstiAy towards partefparts fe fee auettor. tofe wih tBjprd id fee report assessing fee offers 
or to his proposal ri fee Wddcr, or tor ris decson to repeal or nuBy fee aucron and .■or any ofeer deacon ratattw 

id fee procedure and mnduct of fee auctfon 

1& Those paws taking pan in tte auction and submmng offers do nor acquire any nght dam or demand from the preson 
Aimounoefflenl and from Iter partwaBon r fee auestti agalnd the Hqmdatcr or fee entifers tor any cause cb reason 
13. According topara 13 of ancle 4£a of Law 1832/1330: para 7 of articia 23 of Law 21 S&1 994 as wefl os paras. 1 8?of 
article 9 of Uw 2244/1 994, fee sale tawacf arxl fee necessary transfers accruing from * and any after rdanve transaction 
are atemptorf hOT taaflk du« or stato or feW party ri 5 /ita or stamp duties. wWa fee ngns and toes of notanes, lawyets, 
surervscra and mortgagor flap’s register;) are restricted to 30%- Any exjwises rcurred n fee sale c# fee assets such 
as VAT, tte tees of lawyers, noraresaxfmartgagore (ship's registers), eto. risfets and edw expenses are to be borne by 
fee tfwrased tuyere and me highesi Wktar as fee case may ba 
Tte presenl was drafted h Greek and translaled tiw EngUdv Hcwave*, bi fee event of ri#erene« ocawng n bansfalicn. toe 
Greek taa win prevail 

to enter to dWato fee Olienng Memorandum and far any acWBonsf ntamuMn, ftoase apply to tte olficesofiheiiqukiatcirai 
lEratosfeenousAVtea ConstMinou Streets. Afeera.TfeL (301) 7200210,7260258. 7280506 and Fax |30l) 7280064. 


Hellenic Industrial Development Bank SJV. 

CALL FOR TENDER SUMMARY 
SECOND PUBLIC INTERNATIONAL TENDER FOR THE SALE OF 
THE FIXED ASSETS OF HALKIS SHIPYARD COMPLEX 
HELLENIC INDUSTRIAL DEVELOPMENT BANK SA (hereafter called ETBA], havng is head ofces n Atoms (B7 SygrauAwnue) 
and bekglegaBy represented, as toe MteifearBholderrtSASf-ttPYARDS OF GREECE (toerBafl H iuJBrf toe COMBWY), crater of 
HALKIS SHIPYARDS complex (feei tefb r qBud fee SHPYARD), wifnin fee fr am ework of Go v ernment Rafcy far ftf w i lullun end 
hAxmg dectefe Na 43/28-7B7 of its Board of Oractore, fee dedaion dated 7.iai997 of ffw B thaon fca ry General SterahoWere' 
Meetng of SA SMPYMOS OF GREECE, tv Ctodalon of fee biter -RS*sterf3i Committee far Denedtonalaatan dated 19.12.1907, 
and decision runber 72H0.1 098 of Ka Board cf Dfrecfars. hawing engaged KANTOR CAPITAL SA as Fkwtiai AtMoer tar tte aria 

REtNVTIES TENDERS 

wife seated bkting oltera for the sale ot Ite farad assets d fea SHPYARD. 

BRfgDESC Rf PnON OF THE F«ED ASSETS OF THE SHPYARD 
Tte tacioes of fee SHIPYARD are located at Vathl AvUos, near fee dy of HaMs, at fee northwestern pert of fee Evdcos Bay 
Tte<adfte8 are located 2 Ion tom the vHaga Valhl, 6 km south of HaHsand 71 km north of Athens. Tte SHIPYARD Is capable 
of repairs and modfec^on of vessels wgt tSsplacemert gp to 4SA00 DTW, as waff as fee construction of iridda and enwfi size 
vessels. Tte fadftes of tte SHPYARD consist oft 

a. a pfal of land of approximately 430,000 aqjn. 

b. biAdngs (mato bdMng. warehouses, povfcns, mschlne step. omI plate mB, carpenter tfxjp etc.) covering 13^00 aqm ! 
apprawnatary 

c. a ItoolbK) tty itock (VATHt) wrtti a capacity Of 20,000 DWT, 

d. Booting crane (EVR1POS) wife a Wing capacity of 100 tomes. 

a. tmcreneswBh a holsSng capacity cl 50 tonnes each and fare smaller ones, 
t two lug testa (TELAMON and LOKHEFS). 

g. machfea *op aid roflng ml machinery aid machinery lor other workshops, movable macNnery and transportation 
verities. 

h. kitrastrucue and Iad8te& 

Tte ftoaSng dry dock AVUS (hereafter caled D/D AVUS]. al present bested al and aperafi^j in fee facades at fee SHIPYARD, 
wife a capacity of 4&000 DWT, b net Included In fee assets tor s ate. Tte D/D AVUS Is being sold through a panM tender 
(acooting to Ait 46a of fee Act of Lav 1892/90 added by Art. 14oftteActc(Laar200(ni,uKom««ycfands)admM8terodby 
ETBA FINANCE SA, acting os fee spedal kWdator on behalf of fee owner, NEORfON SHIPYARDS OF SYROS SA 

TERMS OF THE CALL FOR IBDEfl 

1. Tte proert announcement oansMutas a summery cf fee CaB for Tender. The CaB for Tender, which b neces sa ry to fee 
partfopants, wl ba provided by tte Ftoanda! Adviser, 4 Vte. Sofes Avwwa. 108 74 Afeans. Greets. 

2. The Tender wd be canted oul accordng to fee provisions of fee CaB far Tender Tte submbston cd a bindng ofter wgnWes 
fee complete and unquafified acceptance ol al terms and condUons ol fea^ Tfendar. 

3. toteragted partfaa are Invited b receive fee relevant tofonra fl on MemocancUn about fee Bred mends al ttie SFg^YAITO. and 
a draft Letter of Guarantee al parflcfpalfan trom fee Financial Adviser, alter sfpfeg a ConfldanteHy A^Benwnt, and to 
eRrtandl a bkidbig offer to ETBA, ParilcipananB StfetivWon, 87 Sygrau Ammira, Athens, on fee 4“ Dacanfeer 19BB at 
14rt» pjn. Access of the tolerested paries to fee SHIPYARDS tadUes and to tte Date Fie far to fixed assets wN be 
organized by She Financial Adviser. OCton need to be subrnttad by tte Iree rested parties bi person or by their tegto 
ropreseriatfva. The opening of fee otters wB take place ritf* rilar the dosing of fee subrrtssion at fee presence of the 
■wrested parfles. 

4. Lste often, and obs feat are nc( eocompanisd by a Letter ol Guarantee, as wel as olterathet contain oandtans on fesvtidtyol 
fee de>; or bib va^ja Mfe regeid to fee amort or fee way of paymot or to any otter material aspect, wtt not be accepted. 

ETBA a fea COMWIY reserve fee nghl. inter fee* tBicortested Judgement to sari down the irixwnerctoned tiers or u 
consrisr any such terms as nonrixfsianL 

5. to order to be wfld, rriws must be accomperted by a Letter of Guarantee lor Participation Issued by a berk feat legtfy 
operates In Greece or to the European Union. Tte Letter of Guarantee ghal be tor fee amouit of 200 nflon Greek 
riadmas (GFD) or fee eqtfvatent amotrt In HU. Tte Lriter of Guarantee wi ba returned to Ite paifi*»nt at he end of 
fee Tender and to fee selected bidder after fee Transfer Contract ta signed. Tte tebaad bUder wd abo subrrtt Letters of 
Guarantee far good parfannance. after afantog fee^ TVBnsterCanbacLaocoidtog to fee orov iai oi a cf few cm tar Ttenfar 

B. &ting offers w# be evaluated only B fee partldperi: (a) has aubmltted a Undtog alter for the acqUsUon ol OVD AVUS in Hw 
atorerneniianed paraM Tender (b) has etixnttBd ■ written aeoeptence feet he wM deOriedy operate the need assets 
of tte SHPYARD as a eMpbuffdtogtehiprapBHng buefneaa (or at best five years, while eddMonaf usee al (ta (bead 

anela m not pratiiUteil (c) Is credf worfey as dellnea In fee CeB tor Tender (d) hes sutirdttsd a buatoaK plwi akni vrih 

tte after, aoooitfng » fee previsions of fee Car tor Tender (e) does not have overdue obUgatfoiui to ETBA and/or 
SHIPYARDS OF GRSCESA at fee date upon which fee offer bsubmated and (I) Is current w ith Mb tax ohggeltons. 

7. Otters must desert* accrnMy fee bd price tar fee Bxed assets, fee currency and fee terms of payment Tte n**nun 
downpayment c «* al 25% of fee bid prim and payments treat be eentoteted h a period of tfe to flw (5) yerae. to case of 
insUrimem payments, fee selected bidder wll have to scfcmfl Letters of Guarantee equal m nunber to tte rejntoar cl 
tostaUments. and each one equal to tte amoul of each hstaftnanL 

8. Tte preferred bidders* be tte one utooMOflar has been evstaated end judffOdBS being fee most advantageous, taking 
under constierabon hb otter suomttted tar fee a oquMtan of D/D AVUS. a oconffig to fee provbions of tte CM far ftndsr. 
Setadton erterta of fee Tfenter ovtitu* (a) tte IM pnee (bjlte nrtrun nurober of M Me «r«)tayee&tarfeefii»fa6 
ytera from fee sale of the fixed assets of fee SHFWRO md [c] fee amount of tombneris a, be carted ai to fee Bret three 
years from tte sflte of fee find assets of fee SHIPYARD. 

0. The bred asses of fee SHIPYARD ere behg sou and wtt be transferred te they are and Htam they ere* ted apeettoflyn 

fee actual end legal contfwn and In fee location toey are on fee dole of signing fee Transfer Contract Tte decision numb* 
260/1998 of the Halids Civil Court of Ffrat instance, by which the tenant* eviction from tte teeffltfas of the 

SHtt’YARD was ordered, becaunattnaL Tte sfpteig of the Trinsfar Contract d tha fared aesets of fee SFffPYARD to fee 
preferred bidder wi lake pboe r({fei after the lenartfa wthdrawaHrom tte fadffioa. to fee case where fee tawnl does not 

evacuate fee laoities wtton 3 months from fee arimiarion of fee bindng ofleo, on fee 4* cf Decanter 1998, tte pratened 

btodar may ask n wnitog tor fee rriun dm Letter of (knaitee tor parictaafion to fee Ttedec iTBA <4 retain tomeddsiy 

the aforemerdoned Letter of Guaramee and dodwe a nOrVOUtome to the Tandar. 

10. ETBA Ite COMFWfY and fea Ftoandal ArM9er; are ndrdteonaiJta tor any lagd or real defects or tor ddideneies ta any 
characteristic of fee Avert asses to be sdd, nor lor tacomptoe or pur descr iptio n qj tte assets to the Momutton 
Memorandum or far any dedston taken in fee conWd d fee Tendet HoraM pariee shodd ewdse due dEgtra Bid 
farm feeir own view togirdng the fixed assets of fee SHIPWfiD. 

It Al expenses toaimtofcrparttopajlng » tte Tender and tor tha asset baTsfervri be ewared solely by pdwtoalbuyws. 

12 Tte ■ftndordooments are to Greek and have been transtatod lo Biglsh. to any case, tte Greek tupravds. 

13. FW any adrisorai tofarnstkin, Iniereeied partfee esn contact KANTOR CAPfTALSA, 4 lbs. Softos AML, l«l 74 Afeans, tai 
(301) 7207 SCO, tax (art) 724 9S2& iwrat eanindttMIK?; Mra. T. Marmort. 


NJ. Miller of Kingston Smith & Partners 
appointed Administrator 
2nd November 1998 


THE BERKELEY PLAYHOUSE CLUB 
LIMITED -IN ADMINISTRATION 


BUSINESS AND ASSETS FOR SALE 

• Private Members Club 

• Premises in Mayfair 

• 25 year lease 

• Restaurant and cabaret 


CONTACT: 

NICK MILLER 
OR LEE PRYOR 

OP KINGSTON SMITH & PARTNERS 
ON TEL: 0171 566 3673 
FAX: 0171 566 4021 


KINGSTON 
SMITH 
& PARTXFR.S 

i .-r !.V/.w* 


AUCTIONS 


By Order of Hussmann Manufacturing 


SHORT NOTICE 
SALE BY PRIVATE TREATY 

REMAL / NORDSON ELECTROSTATIC 
POWDER COATING FACILITY. 

Work Envelope 12* x 3' x 4'6", 

V&fiable Spaed lo 6VMtn. Max Component Weight 30Kg 


For further (Mail, please contact John Cowfng 


“ \ HENRY 
BUTCHER 


Tel: +44 (0)171 405 8411 
Fax: +44 (0)171 405 9772 
Enafl: hentyimteher jvuettons 6 dlaLpipax-com 
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Interest rate cuts fail to inspire 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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europeanoverview 

By Phffip Coggan, 
AjHarkets Editor 
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More interest rate cuts were 
announced in Europe yester- 
day, but optimists who bed 
hoped for a downward move 
in core euro-zone rates were 
disappointed. 

The decision by the Bund- 
esbank to leave interest 
rates unchanged had been 
widely expected by analysts, 
despite the hopes of some 
traders and the pressure 
exerted by the new German 
government. 

But there were rate cuts in 
two countries that are not 
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planning to Join the first 
wave of the single currency, 
Britain and Denmark, 
although neither move did 
anything to help their 
respective equity markets. 

There was a distinctly 
downbeat mood across the 
continent and much of 
Wednesday’s stock market 
gains evaporated. 

The FTSE Enrotop 100 
index fell 58.7 or £3 per cent 
to 2 , 495 . 47 , while the broader 
Eurotop 300 fell 23.57 to 
1 , 083 . 53 , The FTSE Ebloc 10 G 
of stocks in the core euro- 
zone dropped 1 -L 51 to 907 . 8 . 

One investment house 
warned that the market's 
rally may have got ahiwH of 

Bond yield curve 
Front (NovanbeH. 1998 ) 

: : 6.0 
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itself. “The current predomi- 
nance of centre-left govern- 
ments in western Europe is 
not likely to lead to an explo- 
sion of deficit spending, but 
within euroland the Euro* 
pean Central Bank wQI have 
to act as a policeman, mak- 
ing interest rates higher, the 

currency stronger and 
growth slower than need be 
the case,” says the European 
team at BT Alex Brown. 

“From the point of view of 
markets, the main dang e r is 
of slower earnings growth. 
This is one factor behind our 
belief that continental Euro- 
pean markets are overvalued 
at current levels.” 

At the sectoral level. 


healthcare was the worst 
performer, with some US 
regulatory concerns forcing 
Nycomed Amersham down 
ECU 0.40 to Ecu 5 . 56 - 

In engineering, which fell 
3 per cent, shares in MAN 
fell ECU 1&90 to Ecu 250.18 
on poor sales figures. 

Breweries lost much of the 
ground gained on Wednes- 
day, falling 4 per cent, with 
Scottish & Newcastle off Ecu 

0.60 at Ecu 10.18. 

Some of the market's 
favoured sectors during the 
correction showed their met- 
tle rinro a gain Utility Stocks 
were flat, while tobacco was 
the only sector to manage an 
advance on the day. 
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At Credit Suisse First Boston, we look at both sides of the coin. The introduction of the 
euro will effect a momentous change, not only in Europe but across all financial 
markets. Credit Suisse First Boston is unique among the world’s leading investment 
banks in its combination of global reach and resources with European a home market” 
presence and capabilities. Change means opportunity. 
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Simex and 
HKSEin 
spat over 
futures 


GOVERNMENT BONDS 


By Paul dark in London 
and Join Labata in Hew York 


By Louise Lucas in Hong Kong 


The rivalry between Hong 
Kong and Singapore has 
resurfaced in a spat over 
stock index futures. Officials 
from the Singapore Interna- 
tional Monetary Exchange, 
the city state's futures 
exchange, were in talks yes- 
terday with their Hong Kong 
counterparts to try to 
resolve the issue. 

The argument began last 
month when Simex 
announced plans to launch a 
Hong Kong stock index 
futures contract based on 
the Morgan Stanley Capital 
International index. This 
upset the Hong Kong Stock 
Exchange, which saw the 
deal as a means of Simex 
using Hong Kong data to 
create competitive products. 

Hong Kong and Singapore 
vie for the role of Asia’s 
leading regional centre. 
While Hong Kong has the 
biggest stock market and 
concentration of banks, Sing- 
apore is seen as having the 
edge on futures products. 

Some traders say that edge 
was further honed after 
recent curbs introduced in 
Hong Kong to crack down on 
speculators. Hong Kong now 
has more stringent margin 
and disclosure requirements. 

Information vendors have 
been caught up in the spat. 
The HKSE said yesterday it 
would write to all 30 provid- 
ers of exchange information, 
drawing their attention to 
clauses in their contracts 
that stipulate that exchange 
data should not be given to 
clients who use the informa- 
tion to help overseas 
exchanges launch competing 
products. 

If vendors stop supplying 
real time stock data for the 
MSd, it would be difficult 
for Singapore's contracts to 
win over investors. 


j European bond prices ended 
I slightly higher after rate 
' cuts in the UK and Den- 
mark. but markets globally 
were jolted by the mistaken 
release of US non-farm pay- 
roll data, which sparked 
sharp swings in US Trea- 
suries. 

In Europe, markets 
appeared to have already 
discounted most of the 
impact of the short-term rate 
cuts announced in the UK 
and Denmark. 

The Bank of England yes- 
terday cut its prime rate by 
50 basis points to 6.75 per 


cent, while Denmark cut its 
rate by 25 basis points. Ger- 
many and France left key 
rates unchanged. 

Traders in the US said 
parts or the non-farm pay- 
rolls report appeared inad- 
vertently on the Bureau of 
Labor Statistics' web site, a 
day before their official 
release today. The bureau 
was at a loss to explain how 
this had happened but 
ordered an investigation. 

US Treasury jumped as a 
result of the error but fell 
back to trade lower just 
before the afternoon auction 
of $10bn 30-year bonds. By 
early afternoon, the 30-year 
bond, the benchmark for 
long-term interest rates, was 
down g to I02g, sending the 


INTERNATIONAL CAPITA L MA RKETS 

Gilts recover early losses 

nark cut its yield up to 5.341 per cent, already been priced in.' 
points. Ger- Among shorter-term David Coleman, chief econo- __ _ „ 1 

ce left key issues, the 10-year note was mist at CIBC World Markets, IJl l |.dlLldll 

14 loirar at QQU violriincr oairl? “This Was S sumrise JT 


EMERGING MARKET DEBT UPTURN SEEN 


yield up to 5.341 per cent. 

Among shorter-term 
issues, the 10-year note was 
% lower at 99S. yielding 
4J3Q2 per cent and the two- 
year note was unchanged at 
99&. yielding 4.449 per cent 

During the late morning 
session. Alan Greenspan. 
Federal Reserve chairman, 
addressed global financial 
issues in a speech to the 
Securities Industry Associa- 
tion. Mr Greenspan warned 
of inaction in global finan- 
cial matters. 

UK gilts recovered earlier 
losses on the rate cut with 
the benc hmar k December 
future settling up 0.08 at 
114.63. Analysts saw the 
response as evidence that 
rate cuts of this size had 


already been priced in.' 
David Coleman, chief econo- 
mist at CIBC World Markets, 
said: ”11119 was a surprise 
only in terms of the timing. 
Most people expected a 025 
cut now and another at the 
beginning of December. The 
difference is not large.” 

Short sterling contracts 
indicated that interest rates 
were expected to come down 
faster than previously 
believed. "The market now 
expects 0.75 per cent off 
interest rates over the next 
three months,” said Neil Par- 
ker at the Royal Bank of 
Scotland. 

In German bonds, the 
December 10-year bund 
future was 0.20 higher in late 
trading at 112J38. 


partners 


By Nikld Taft la Chicago 


Valencia offers second euro deal 


IffrraiWTONAl-BqNDS 
By Khozem M e rch an t 


New international bond issues 


The Spanish local authority 
of Valencia came to the mar- 
ket with a E300m issue, its 
second in the future single 
currency since June. The 
three-year quasi-sovereign 
FRN attracted a pan- Euro- 
pean response said officials. 

Bankers say Valencia, 
which accounts for 10 per 
cent of Spanish gross domes- 
tic product, is typical of the 
municipalities that are 
expected to step up their 
presence in the market after 
January. The issue, which 
was arranged by Barclays 
Capital, was priced at a mar- 
gin of 1-9 basis points over 
three-month Libor. 

Aero-Vodochody. the 
Czech aerospace company, 
issued a $200m bond yester- 
day, but the offer was over- 
shadowed by the downgrade 
of the Czech Republic by 
Standard & Poor's. The 
Czech state was downgraded 
from single A to single A 
min us and the seven-year 
bond was accordingly rated 
at A minus. 
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The bond, priced to yield 
280 basis points over US 
Treasuries, tightened by '5 
basis points after launch- It 
had been marketed at a 
spread of just 250 points. Hie 
issue was arranged by Deut- 
sche Bank and CIBC Wood 
Gundy Oppenheimer. 


Aero Vodochody is owned 
by a consortium led by Boe- 
ing. the US group. 

Tennessee Valley Author- 
ity, a triple A rated bor- 
rower, raised its flbn bond 
to S2bn after seeing strong 
demand from Europe and 
Asia The add-on was priced 


at a spread of 63 basis 
points, In line with where 
the original offer was trad- 
ing. This represented a tight- 
ening of 2 basis points and it 
tightened a further 1 point 
yesterday. Two-thirds of the 
issue was taken up by inves- 
tors from Europe and Asia. 


The London International 
Financial Futures and 
Options Exchange, the UK- 
based future exchange, will 
spend the next two to three 
months talking to a wide 
range of potential partners 
in the US and Europe, with a 
view to disseminating its 
automated trading system, 
known as Liffe Connect, 
according to Tb-ian William- 
son, its new chairman. 

Mr Williamson stressed 
that discussions and possible 
negotiations would not be 
limi ted to other existing 
exchanges, but rather extend 
to network providers, soft- 
ware houses, other clearing 
organisations, and “quasi- 
exchanges” or organisations 
running trading engines. 

He said Liffe “might end 
up doing a deal with an i 
exchange”, but stressed this | 
was neither the only, nor 
necessarily the preferred. I 
route. He made his com- 
ments in Chicago, bat said 
no significance should be 
read into this. 

The Chicago exchanges 
are trying to make their own 
decisions about how to cope 
with the shift to more elec- 
tronic trading. The Chicago 
Board of Trade has plans for 
an alliance with the German- 
Swiss Eurex exchange, while 
the Chicago Mercantile 
Exchange has a technology 
link with France's Matif. 

Mr Williamson declined to 
name any of the potential 
partners on Uffe’s list 

Asked if he could see Liffe 
la unching US contracts, Mr 
W illiams on said that Liffe 
Connect was designed in the 
short term for Liffe's own 
gristing contracts. However, 
he acknowledged that, over 
the longer term, all 
exchange franchises would 
become “less dear”. 


Sovereign 
issuers may 
be tempted 


By Jeremy Grant 


A mild recovery in emerging 
market debt in recent weeks 
tins raised the prospect that 
more sovereign borrowers 
could be tempted to return 
to the bond markets for the 
first time* in months. 

However, bankers say that 
the appetite for emerging 
market risk will remain frag- 
ile as long as there are con- 
cerns over the health ot 
Group of Seven economies 
and further “mini-crises” in 
some emerging countries. 

Only the bravest develop- 
ing countries are likely to 
step forward, in spite of 
growing pressure to finance 
their budget deficits. 

“The judgment at the 
moment is that of the high- 
risk, high-return markets 
the US high-yield sector is 
now open, and that there are 
customer flows to absorb the 
issuance, in emerging mar- 
kets we're not quite there 
yet,” said Richard Gray, at 
Bank of America. 

Market turmoil after Rus- 
sia’s partial default in 
August sparked the cancella- 
tion of borrowing plans by a 
handful of sovereigns that 
had been preparing plans for 
bond issues - principally 
Malaysia. Thailand, South 
Korea and Brazil. 

However, yield spreads on 
emerging market debt have 
narrowed since then, 
enabling some borrowers to 
return. Argentina has 
repeatedly taken advantage 
of sharply narrowing yield 
spreads in the past fortnight. 

The JJ». Morgan Emerging 
Market Bond Index (EMBI). 
which tracks the perfor- 
mance of a basket of emerg- 


ing market bonds in the sec- 
ondary market, was showing 
yields at an average of 1,705 
basis points over US Trea- 
suries in early September. 
Yesterday, the spread was 
1.079 basis points. 

However, bankers say 
some countries that face 
heavy domestic debt refinan- 
cing schedules may not be 
able to wait much longer for 
spreads to narrow further. 

Pressure is growing on 
them to borrow abroad -ifo 
they are unlikely to be aoKP 
to keep borrowing domesti- 
cally without paying puni- 
tively high interest rates. 

Turkey, for example, will 
hare to find $lbn a week by 
the first quarter of next year 
to refinance its domestic 
debt market, bankers say. It 
is not clear to what extent it 
will be able to rely on debt 
roll-overs by local banks. 

The country is in talks 
with banks about a sover- 
eign bond, possibly D-mark 
denominated. “There's a 
limit to how much they can 
tap the domestic market 
That's why they're so eager 
to tap the i international 1 
markets." said one banker. 

The next test is likely to 
be whether the Brazilian 
congress passes a series 
crucial economic and finan- 
cial reform measures. There 
are also concerns over the 
possibility of Russia default- 
ing on its external debt. ' 

"The comfort that we're 
feeling right now suggests 
that we could have some 
[borrowers 1 come back. But 
the recovery is so fragile 
that any accident could shat- 
ter the equilibrium.” said 
Amer Bisat. at Salomon 
Smith Barney. 
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CURRENCIES & MONEY 


Sterling fights back 



marketb^ 

By Aim Beattie 

V Sterling bounced back from 
a sharp drop yesterday after 
the Bank of England's mone- 
tary policy committee unex- 
pectedly cut SO basis points 
off its repo rate. 

Initial reaction to the cut 
| from 7.25 per cent to 6.75 per 
cent, a larger reduction thaw 
the central expectation of '25 
bams points, drove sterling 
down two pfennigs against 
.the D-Mark and a cent lower 
against the dollar. 

But buying around the 
$1.65 level pushed sterling 
.back up and it finish wi the 

day Slightly hi gher- fl gniwct 

the dollar at SL682, up from 
, 41.656 the previous day. The 
"wound also recovered against 
'The. D-Mark to finish less 
t h a n a pfennig down at 
DMZ756. 

The D-Mark rose agair^gj- 
the dollar as the Bundes- 
bank, as most but not all 
had expected, left interest 


big rate cut 


rates unchanged. The cur- 
rency ended European trad- 
ing at DM1.658. up from 
DM 1.668 on Wednesday. 

H The pound's resilience 
appeared to reflect a market 
view that the cut indicated a 
willingness to move in 50 
basis point changes, rather 
than a markedly different 
future path for UK interest 
rates. 

This was despite the Bank 
of England's statement, 
issued along with the deci- 
sion, that they had revised 
down their forecast for 
growth In 1399 and iwfiHtinw 
over the next two years. 

Short sterling contracts 
gained slightly at the front 
end. the December 1998 con- 
tract settling 6 baas points 
higher at 92.37, but the 

■ POUND Ui JEW YORK 

-Pm. dose — 
12603 

usn 



15386 


impHed interest rate profile 
for 1998 remained broadly 
un chang ed , 

The future market contin- 
ues to discount a cut in 
interest rates of (m]y around 
100 basis points from the 
current level of 6.75 per cent 
by the end of 1999 . 

“The short sterling reac- 
tion was not huge," said 
Peter von Maydell, senior 
currency strategist at Credit 
Suisse First Boston in Lon- 
don. “The CBI [survey] num- 
bers would imply a more 
aggressive easing, certainly 
given policy reactions in pre- 
vious economic cycles." 

Mr von Maydell said that 
there had been “a lot of 
interest to buy the dips" in 
sterling recently. Given the 
large number of short posi- 
tions taken on sterling in the 
past two months, it was not 
surprising to see the cur- 
rency rebounding from weak 
data and interest rate cuts, 
he added. 

Jim O’Neill, chief currency 
economist at Goldman Rat-h* 


SktflDB 

AfiSMtheWfafcgJMpeff} 

■ 350 l_i V " ■ ■ 



in London, said that he 
thought Interest rates would 
Call more quickly thaw the 
market expected. “Inflation 
Is in serious danger of 
undershooting the target," 
he said. 

But for sterling to move 
significantly, there would 
need to be a change in expec- 
tations of future Interest 
rates. 

“We envisage UK interest 


rates falling to around 5 per 
cent by the end of next year, 
and sterling depreciating to 
around DM250 against the 
D-Mark by the middle of the 
year," he added. 

■ Denmark again trimmed 
its official interest rates by 
25 basis points yesterday, 
the third cut in a month. 
High levels of currency 
inflows in October were 
died as the reason for the 
move. 

The krone remained 
unchanged against the 
D-Mark yesterday, the mar- 
kets having widely expected 
such a cut. It dosed in Lon- 
don trading at DKr390fi, the 
same rate as on Wednesday. 
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■ The dollar rose in Asian 
and early European trading 
yesterday on raws of some 
progress towards stability in 
Latin America, before soften- 
ing on leaked US non-farm 
payroll data showing 
employment growing more 
slowly than expected. 

The dollar rose above the 
YU7.5 level against the yen 
In overnight trading before 
sinking back to Y117.1 at the 
dose of trading in London. 

The Mexican peso also 
firmed on the news as trad- 
ers took advantage of the 
reduced risk of a rapid deval- 
uation in Brazil spreading 
through the region. 

Markets were reassured as 
Brazil took the Brat step in a 
long process of hauling the 
government budget back 
into balance. 

The country’s congress 
voted for a stiff pensions 
package of higher contribu- 
tions and restricted entitle- 
ments, which has been 
awaiting approval for sev- 
eral years. 
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COMMODITIES & AGRICULTURE 


EC lifts 
forecasts 
for CAP 
spending 


Mitch costs mount 
in Central America 




mm. 




By IWHctsaBj Smttti h Brussels 


The hurricane has devastated agriculture 
throughout the region, says James Wilson 


\ , : 


Falling farm prices have led 

the European Co mmiss ion to 
increase its 1999 spending 
forecasts for the common 
agricultural policy by more 
than EcuSOOm f 5588m). 

The commission estimates 
that the European Union's 
arable sector will need 
Ecu! bn on top of forecasts 
drawn up in April. Sugar 
will need an extra Ecu236m 
and pigmeat Ecu77m. 

However, savings in wine 
(Ecul35m), milk products 
(Ecu237m) and beef and veal 
(Ecu208m) will help to limit 

the overall expenditure 
increase to Ecu513m. 

Spending in the CAP'S 
guarantee fund, the biggest 
part of EU farm spending, is 
put at Ecu40.95bn. 

The commission said in 
June that its preliminary 
draft budget for 1999 pres- 
ented two months previously 
would have to be revised I 
because of growing problems | 
in the markets. 

Its recent update, drawn 
up by Erkki Liikanen, bud- 
get commissioner, says the 
Russian financial crisis and 
other factors affecting mar- 
kets could prompt a further 
revision still. 

It says the 6 per cent 
increase in the estimate for 
cereals is concentrated on 
traditional market support 
expenditure of export 
refunds, public storage and 
production aid for starch 
and potato flour. 

The pigmeat sector rise is 
blamed on a “serious crisis” 
that has followed over-pro- 
duction prompted by an out- 
break of swine fever. The 
sugar increase results from 
historically low prices In 
that sector. 

Wine spending forecasts 
have fallen because produc- 
tion will be less than expec- 
ted. Milk delivery forecasts 
are also lower while the fall 
in beef payments come from 
a cut in the number of pay- 
ment premia for male cattle. 


O ften the damage from 
hurricanes is associ- 
ated with coastal areas, 
affecting typical crops of the 
tropical lowlands such as 
bananas and sugar cane. But 
with its extended stay and 
erratic journey throughout 
Central America, Hurricane 
Mitch has ripped out a much 
wider piece of the region's 
vital agricultural base. 

Bananas have certainly 
been one of the main prod- 
ucts damaged. In Honduras, 
plantations are still under 
water. 10 days after Mitch 
began to buffet the region. 

However, all around the 
country, and in Nicaragua, 
El Salvador and Guatemala, 
the rains brought in Mitch's 
wake have left coffee planta- 
tions inaccessible, shrimp 
farms buried under mud, 
and fruit crops ruined. 

Pew farmers can say they 
have not been affected. 
Assessing the overall effect 
on the region is an immense 
task, with so many areas 
still inaccessible by land, 
and first priorities to rescue 
the stranded. 

In Honduras, the worst 
affected country, authorities 
are tentatively assessing the 
value of lost agricultural 
production at $200m in 1998, 
rising to more than SSOOm in 
1999. 


“Almost half the lasses in 
the economy are in the agri- 
cultural sector,” says Edin 
Baijum, president of the cen- 
tral bank. Coffee, bananas 
and shrimp are three staples 
of the economy. 

The shocks have already 
been felt on coffee markets, 
where prices have risen this 
week since it became dear 
the crop would suffer. Grow- 
ers say first Indications are 
that the I99&-99 crop will Call 
some 20 per cent. 

Central America, where 
the harvest was barely a 
month under way, produces 
10-12 per cent of the world's 
coffee and Guatemala and 
Honduras are significant 
exporters. 

That shock could yet be 
good news for producers, 
raising prices after a long 
slump. Coffee is a fairly 
resistant plant and as long 
as Central America can 
begin picking and exporting 
again quickly, it may latch 
on to the better prices. 

However, with road links 
in tatters because of land- 
slides and washed-away 
bridges, producers fear more 
coffee could be lost “Some 
of the worst damage will be 
caused by the destruction of 
the roads,” says Fernando 
Montes of the Honduran Cof- 
fee Institute. 


L»* 






Roods have left coffee plantations inaccessible, shrimp farms buried under mud and fruit crops ruined 


Sugar has been less 
affected, although the har- 
vest, due to start in Novem- 
ber, will be delayed. 

In Honduras, not a big 
exporter, one producer esti- 
mated a 40 per cent fell in 
the harvest. In Guate mala , 
which has earned more than 
$300m this year as the 
region's third producer 
behind Brazil and Cuba, 
losses should be smaller, 
says Guillermo Mendez of 
the Chamber of Agriculture. 

Apart from these tradi- 
tional staples of the region’s 
economies, big losses are 
already evident for produc- 
ers of soft fruit and vegeta- 
bles - "non -traditional” 
crops that Central American 


countries have increasingly 
turned to as a way to expand 
their export base. 

Of Guatemala's $300m in 
annual non-traditional 
exports, such as melons, Mr 
Mendez says 25 per cent 
come in the last two months 
of the year and estimates up 
to $30m in losses. 

“November is precisely the 
best time for melon exports.” 
says Mr M6ndez. “People 
will begin to question 
whether they can continue 
in this type of product.” 

Cardamom exports from 
Guatemala, the world's big- 
gest source of the spice, are 
also set to be affected by- 
transport bottlenecks. But 
although producers are 


already having a bad season, 
with yields affected by El 
Nlfio last year, Mitch did not 
add to the damage. 

“From the point of . view of 
production, there is not too 
much of a problem. But you 
cannot get into the zone - 
all the roads are blocked,” 
said Rodolfo Rivera, general 
manager of Excard, a carda- 
mom exporter in Guatemala. 

The prevailing view is that 
it is paramount to reestab- 
lish communications with 
areas left isolated, to enable 
farmers to ship the produce 
they have. Without quick 
repairs to basic infrastruc- 
ture, even producers whose 
crops have survived could be 
facing disaster. 


Nickel prices continue rising strongly 


MARKETS REPORT 


Nickel prices on the London 
Metal Exchange continued 
their strong rise yesterday, 
with three-month metal clos- 
ing up $75 at $4^260 a tonne. 

Dealers said the support- 
ive impact of strikes at Era- 
met 's mines in New Caledo- 
nia was fading. Alan 
Williamson at Deutsche 
Bank .Research said the 
strikes were likely to result 


in the loss of only “several 
hundred tonnes” of physical 
nickeL “Indeed. Eramet was 
already planning to cut out- 
put in New Caledonia any- 
way, in an attempt to help 
redress the over-supply in 
the physical market” 
Nevertheless, other cuts - 
caused by technical prob- 
lems or because the price 
has been low - totalled more 
than 50,000 tonnes and this 
would ensure the supply sur- 


plus this year was smaller 
than expected at the start of 
the year and “much lower 
than is currently being 
priced in”. Traders said 
nickel might edge towards 
$44*00 in the near term. 

Aluminium ignored news 
that Alcoa In the US will 
trim output at its Eastalco 
smelter by 30,000 tonnes a 
year because the group said 
this would not affect its total 
production. Three-month 


al uminium closed $4 a tonne 
lower at $1,315. 

World oil prices were 
weak in spite of signs of 
renewed tensions in the 
Gulf. The US was pressing 
for a United Nations vote 
last night on a resolution to 
condemn Iraq’s refusal to 
co-operate with UN arms 
inspectors. 

The benchmark December 
contract for Brent blend was 
$12.67 a barrel in late trading 


on London's International 
Petroleum Exchange com- 
pared with Wednesday's 
close of $12^2. 

On the London Interna- 
tional Financial Futures and 
Options Exchange, robusta 
coffee futures ended higher 
on arbitrage activity. The 
nearby November contract 
ended up $19 at $1,894 a 
tonne, while the most 
actively traded January con- 
tract was up $11 at $1,686. 
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AM OflfcM 

9513-2 

9705-1 

Kart dose 


971-2 

Open W. 

89.155 


ToW (Mr femonB 

25.462 


■ COffPBL grado A C per fennel 


Close 

1G01S-04.5 

1630-31 

PmioiQ 

1602-3 

1629-30 

Hi^Vtow 


1638/1620 

AM Oractal 

16073-98 

1624-25 

Kfirti dose 


1626-27 

Open M 

168375 


Total Mr mnw 

51862 


■ LME AM OflfcW £« MK TJGOSO 


LME Oostag EM Mr 13835 



Dec 

2943 

+33 

2963 

291.4 32.772 70693 

New 

7950 

-035 

8030 

8030 

4 

62 

Dec 

1001 

-2 

1003 

994 2.110 46397 

Dac 

63325-0575 64400 63.775 9,784 

42508 

Mi 

2063 

+33 

297 J 

2935 

7301 28354 

Jaw 

01.50 

-0.40 

8235 

6155 

75 

2331 

Mw 

1034 

-2 

7037 

1024 2,747 36.020 

M) 

64375-0.400 64300 64300 5.113 

29550 

AW 

298.7 

+33 

2985 

295.7 

782 16589 

Mta 

83.50 

-050 

8435 

B355 

271 

3350 

May 

1053 

-1 

1054 

1044 

459 15307 

Apr 

65375 -0300 66.150 65300 1575 

18.605 

Jn 

3003 

+33 

3015 

297.4 

394 14389 

tar 

85.50 

-040 

86.10 

8550 

78 

2390 

JM 

1070 

-2 

1071 

1063 

318 9346 

JM 

63460-0400 63725 63350 695 

10426 

Aug 

3013 

+33 

- 

- 

47 5354 

JM 

8750 

-0.40 

- 

- 

- 

236 

Sap 

1087 

-a 

1006 

1079 

210 27340 

Aug 

63300-0.100 61400 63300 183 

6.064 

0 d 

3033 

+33 

- 

- 

- 2326 

Total 





463 

9350 

Dec 

1109 

-3 

1107 

1107 

6 11380 

Oct 

65575-0350 63650 65.450 46 

707 

Total 





42305182339 

■ WHAT C 8 T (SjOOObu nfre certaWfc hcJiri) 


Total 





5352157,167 

Total 

17396 109361 


QnE 1 £638 3 apt. TSSHfinta: 1JB53J Sofflc 1.6487 


l GRADE COPPBI (COMEX) 


Jan 

3463 -03 3493 

3455 

1220 14.920 

Apr 

3473 -03 351.0 

3485 

82 473 

Jd 

3483 -03 

_ 

- 137 

Oct 

3493 -03 

- 

100 992 

Total 



3310 16522 

■ PALLADIUM NYIEX (100 Tnif rc; Staroy K.) 

Ok 

27630 +1.00 Z7050 275.00 

259 2.171 

Mw 

27625 +130 

- 

267 831 

Jm 

27125 +135 

- 

5 5 

Total 



651 1132 

■ COSH AMO jfeiriK, CatstoJf is} 

Dec 

5045 +103 5055 

4933 

6306 42.060 

Jan 

5065 +10 3 5003 

4983 

2 77 

Mar 

5093 +105 5095 

4975 

251 17.149 

May 

5113 +105 5110 

5010 

80 4.465 

Jnl 

5143 +10.7 5155 

5083 

4 2313 

Sap 

5154 +103 

- 

- 1.197 

Total 



7,244 74306 

ENERGY 



■ ERODE Oft. KYMEX (1300 iMntfe. S/band) 


Latest Day 1 ! 


Open 


price change H 0 h 

lew 

Vol tel 

Dec 

14.16 +0 02 1430 

1334 58,100 1229k 

Jm 

1430 +053 1*39 

1435 18509 65.867 

Feh 

1454 +0.02 1456 

1435 

6,087 34323 

MW 

14.70 +0.02 14.71 

14.47 

2.496 20343 

Apr 

14.75 -039 1430 

14.70 

2301 14.411 

May 

1507 +059 1557 

14.95 

2.056 13586 

Total 


1D151B4745W 

M CM! 

HE QU. « (Standi 




6 pw Dayte 


Open 


price dangn fflgfr 

Um 

VM kd 

Dac 

12.72 -110 12.79 

1254 19391 46570 

Jm 

1353 -054 1338 

1234 10,130 60522 

Fi* 

1334 -034 1129 

1338 

2,603 23322 

Mar 

1141 -034 1144 

1125 

671 18.019 

Apr 

1358 -0.03 1358 

135B 

317 12356 

May 

1176 

• 

0 7.762 

Total 



a/a ate 

■ HEATING NL NYUR (42300 US pb: cAfi gabj 


Latest Day's 


Open 


pneo manga Wqd 

Lew 

Vbl tat 

Deo 

3950 +0.11 39.70 

3630 21199 56338 

Jm 

40.70 +021 4035 

40.00 

7,755 31420 

Fob 

4155 +036 41.60 

4035 

4.453 25 574 

HW 

4150 +0.41 4IS0 

4130 

1.133 16.496 

Apr 

41.95 +0.46 4135 

41.30 

201 9370 

MiT 

<150 - 4155 

4150 

378 7,764 

Total 


38384185,427 

■ GAS 0U. PE (S/fenu) 




Sdt Day's 


Open 


price donga High 

LOW 

VH tal 


Dae 287.50 *325 288S0 28225 13240 66259 

Mar 30X50 +400 304.00 296.00 4. IS 41.791 

M* 111.75 +27S 31223 309X0 321 0887 

JM 318.75 +325 320.50 31520 784 17.003 

Sap 327 JO . 2.50 328.00 328X0 50 739 

Dae 33820 +250 33830 33620 88 822 

Total 18A6 isuoi 


COCOA CSCE ffO femes SlimBf 


Dec 1493 -24 1513 1491 4397 24273 

H* 1533 -21 1550 1525 3*63 31.195 

Mar 1580 -21 1575 1558 293 BJJ7D 

M 1585 -Z1 1584 1582 188 2277 

Sep 1610 -21 1620 1605 280 3070 


■ IEMB06SOIE Mammy cewaftfe 
Dec 35200-1200 36 000 34.550 5. 


■ MAIZE C 8 T (5.000 bu mfa: rarts/5B» bustei) 


Dec 217-25 +1.75 218.75 215.00 34,981145^13 
Mw 228.00 +1.50 23000 22000 8.649 91.041 

May 235.50 +125 Z37S0 233.75 1.107 34.796 

JM 24100 +1.75 2kZX 239.00 1.837 *2869 

Sep 24090 +1.50 24000 24G25 265 6,630 


Dec 1640 -21 

Told 

■ COCOA pGCUl (SOffa/tomel 

Nn 4 Price 

Daly 1157.19 

■ COFFEE IFFE {$ femes Stonaef 


7 5272 
B2B8 77J922 


35200-1300 36.000 34350 5.130 
42.150 -0350 42350 41250 2.754 
45200-0450 46275 45.100 1.172 
55275-0225 55J00 54300 329 

55225+0225 55600 S422S 230 
95275 +0.125 55.300 55.150 74 

9JG9 


■ PORK BELLIES Off HOOOOfeK cmMtf 


fra*, day FMi 

1149.47 Mar 


Dec 25320 +120 25520 25120 913 19206 


47210 342287 

barley LfFE poo femes C pa fennel 

w 7820 -025 7820 7720 21 9 


Hu 7820 -025 7820 7720 21 9 

JM 79.75 -020 8020 8020 15 868 

Hw 8125 -020 - - - 151 

Hay 8275 -020 33 

Sap 8120 - 

TOW 38 1281 

■ SOYABEANS COT I520UM tat carts®* busM) 


1892 

+17 

1008 

1870 

160 

6.301 

1067 

+12 

1695 

1685 2303 21741 

1647 

*10 

1653 

1625 

730 

6579 

1528 

+9 

1630 

1610 

314 

2,936 

1613 

+0 

_ 

_ 

_ 

873 

1506 

+4 

- 

- 

- 

317 


47225-1.775 48.400 46200 2.081 
47200-1225 48200 46400 111 
47.275-1.725 4&600 47273 J 2 
2*21 


■ CORgl? CSCE 07.5001 b; cantos) 
Dec 12425 -020 127.00 1222011 


LONDON TRADED OPTIONS 

Snflw prim S tram — Cab— — p 


59920 +525 56220 55520 8.695 17260 
56720 +4.7S 57125 56120 27280 65258 
57620 +420 579J5 56675 3.187 26455 
56425 +420 58820 57600 1214 12277 
992.75 +420 59620 58720 1228 16208 


12*25 -020 127.00 12220112*0 14,179 
11520 +025 11520 11320 6.445 10398 
114.75 +120 11520 71250 1,004 6910 
11545 +120 11525 11420 650 2 J 050 
11620 +120 11600 11520 583 1.433 
11720 +120 11520 11650 343 5 S 6 

20285 34,179 


Aug 599.50 +525 59520 59320 143 1284 


■ CUHtE QCOl {US centtfecuiaO 


ToW 41.11J 148291 

■ soTABam oa. pbt bojomb: cantaw 

Dec 24 77 +0J6 .2435 2423 8.750 <*.912 


24.77 +026 .2435 2433 6750 44312 

2423 +034 2437 24.42 4.133 19288 

2422 +038 2435 2420 1.589 19.063 

2425 +030 24.92 2437 730 9335 

2427 +0.19 2520 24.75 612 12,392 

2437 +022 2430 2435 36 1264 

16353 111,16/ 


NO* 4 Pit*. Pag 

comp. daBr 10087 10331 

15 day amrage — _____ 96.46 9634 

■ WBflTE 8 UBAR Uffi; (50 manes Stocrej 


■ S0YA66AW HEAL CBT POO fens Stag 


Dae 142.7 +07 1443 142.0 11,123 64379 

Jwi 1*5.0 +0.7 1462 1*4.6 6510 22,901 

Kw 1483 +03 1503 1482 1289 17371 

May 1523 +03 153J 1522 404 9264 

JM 1563 +1.1 1573 1563 623 11277 

Aog 1577 +12 1582 157.7 288 1459 

Total 201073 139309 

■ POTATOES UFFE (20 tomes; E par fern*) 


Dec 2365 +46 Z31J 2283 3339 16595 

Mar 2343 +0.7 2353 2323 1216 16082 

May 2353 +03 2353 2315 555 H2T 

Aag 2353 +13 2353 2332 439 2368 

Oct 2297 +12 2303 2282 63 2326 

Dec 2307 -46 2323 2315 2 192 

ToW 6214 35337 

■ SUGAflTVKCE flllQlXBJK caittflMJ 


San Daya 

prim dtange Mg* Law Vd 

7185 +415 7155 72J5 547 

7120 +410 74.10 7230 14338 : 

7155 +410 7330 7135 19 

7330 +405 7435 7180 6 

74.10 +410 74.90 7330 983 

74.45 +415 74.40 74.40 149 

11311 I 


11125 -130 113.75 11125 6399 26974 
11730 -475 11730 I1S75 61385 47375 
12030 -130 12130 11930 1390 25362 
12125 -130 12150 12125 265 16565 

124.79 -135 12600 12175 317 11380 

12650 -1.25 12675 12675 1 6290 

2*329172392 


Mar 

1805 

_ 

_ 

- 

_ 

_ 

AW 

Z725 

-45 

272.0 

2GSL5 

143 

2,032 

May 

282.0 

-45 

- 

- 

- 

29 

Jon 

2920 

-45 

nn 

- 



No* 

854) 

_ 

_ 

_ 

_ 

3 

Tetri 





143 

2JB2 

■ FflBGHT IB 8 TEX) LITE (SIOWnpotaQ 


No* 

980 

_ 

1000 

980 

13 

376 

Ok 

1000 

+10 

- 

— 

— 

237 

Jan 

1000 

- 

1010 

1000 

5 

566 

AW 

1020 

+5 

1020 

1020 

10 

540 

JM 

915 

+5 

_ 

- 


275 

Total 

Ctaae 

Pnv 



a 

2584 

Bn 

967 

968 






Mw 

852 

-053 

855 

75032506 84592 

May 

anw 

-055 

8.13 

650 5552 10404 

JM 

8.10 

-053 

8.13 

8 XC 2506 15574 

Oct 

858 

-054 

051 

052 1576 10538 

Mar 

053 

-054 

854 

850 SI 7579 

Hey 

050 

-05* 

- 

- 120 638 

Total 




42571137,528 

■ ConDK HYCE tGOJnOfex cantriln) 

Ok 

6773 

-0.73 

60S 

67 £5 7526 33520 

Mar 

0754 

-oa 

9755 

6750 2.641 24,171 

May 

6754 

-0.44 

6620 

6750 202 14584 

JM 

68.10 

-037 

6855 

6850 244 10,134 

Oct 

6755 

-050 

- 

7 078 


(9S.n|UW 

1250 

1300 

1350 

■ COPPER 
(Gate AJ LIC 

1500 

1800 

1700 

■ COFFEE LHC 

1000 

1850 

1700 

■ COCOA UFFE 

1000 

1025 

1050 

■ BHBtrCHDEFE 

1250 _________ 

1300 

1350 


Dec Mar Dac Mar 

07 97 5 3) 

32 65 20 38 

11 41 48 03 


Dec Mar 
117 160 

40 98 

11 55 


Nu Jan 
112 109 


Dac Mw 

13 53 


Dac Jan 
25 


Dee Mw 
8 30 

35 66 

100 121 
Her Jwi 
25 62 

42 86 

69 116 

Dec Mw 

12 19 

28 30 

5Q 45 
Dac Jot 

13 38 


LONDON SPOT MARKETS 


Banana prices 
jump in wake 
of hurricane 


By Paul Soisaan In London 
and James Wilson in 
Tegucigalpa 


Banana prices have jumped 
ax Hurricane Mitch has 
caused widespread damage 
to crops in Central America, 
an important source of sup- 
ply of the fruit 

“It's clear that a lot of 
capacity has been lost,” 
Terry Bivens, analyst at 
Bear Stearns in New York, 
said yesterday. “US spot 
prices have doubled in the 
past week to $9.50 a box." 

Central America is the 
US's biggest source of 
bananas and plantain 
imports, accounting for 
$642m-worth last year, 
according to the US Depart- 
ment of Agriculture. 

The biggest supplier in the 
region is Costa Rica, which 
provided $30lm. Ecuador 
provided $287m, Colombia 
$l76m and Honduras $l46m. 

“Prices are beginning to 
slow down now. though I 
would see prices rising as 
high as $10 a box,” Mr Biv- 
ens said. “However, it is not 
clear how long it will take to 
assess the extent of the dam- 
age in Honduras and Gua- 
temala.” 

Growers In Honduras, gaz- 
ing on plantations that lie 
under lakes of muddy water, 
have no illusions of salvage. 
Juan Manuel Moya, govern- 
ment relations manager of 
Standard Fruit, one of the 
two big producers in Hondu- 
ras, said he expected “a 100 
per cent loss”. 

Chiqulta Brands, the US 
fruit group, said it would 
make a fourth-quarter write- 
off ot about $50m cm the 
7,000 hectares it owns in 
Honduras. 

With land needing to be 
rehabilitated, and the plants 
taking nine months to begin 
producing fruit, Honduras 
will be banana-free for most 
of 1999, leaving a $200m hole 


in exports and a gap in 
world availability. 

Dole Foods, which .this 
week said it would take a 
S50m-$70m charge in the 
fourth quarter b+vause of 
Hurricane Mitch, said yester- 
day 40.000 acres of its planta- 
tions had been damaged. . 

"We expect a 12-monlb to 
18 -manth interruption in. 
supply from Honduras. Gua- 
temala and Nicaragua. But' it 
is too early to say how that 
will affect prices and -sup- " 
plies in the long term.” Dole - • 
said. • • • t • 

Europe relies less heavily 
than the US on bananas 
from Central America,, and 
its supplies of “dollar 
bananas" - from countries 
such as Ecuador. Colombia. 
Costa Rica, Honduras and 
Panama - are restricted 
under European rules. . 

Nevertheless. some 
importers are predicting sup- 
ply problems. 

“It's a fact that part of the 
market has been knocked 
out in Honduras." Safeway, 
the supermarket group, said 
yesterday. “Although we . 
don't source our bananas 
from that area, it will have a 
big impact on market vol- 
umes and therefore price." It 
was unable to say whether . 
higher prices would be A- 
passed on to consumers. f 

Philip Hal penny at Fyffes. 
the fruit group, said: "Our 
understanding is that Hon- 
duras has lost 70 per cent of 
banana production and Gua- 
temala has lost 60 per cent. 
Most of the fruit from those 
countries is sold in the US, 
so it will not have a -direct 
impact on the European 
market, though of course it 
is an enormous disaster for 
Central America." ... 

Mr Halpenny said eastern 
Europe could bear the brunt, 
of any supply shortfall, as 
US importers redirect sup- 
plies to satisfy the more 
profitable markets at home. 
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For solutions to today's crossword call 0891 430060. 
Calls cost 50p a minute. 


CROSSWORD 
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■ DRAKE JUKE NYCE (T 5 . 000 h; cwntej 


11635 +430 11635 11550 239 539 

11620 +UJD 118J0 117.10 977 11140 

12020 +120 120.10 11930 158 6711 

122.05 +1.15 12130 12130 5 1,398 

12335 +1.15 3 667 

12435 +1.15 B 8 

VCT 9 2 UB 57 


■ NATURAL OASKtum Sms pan per to* 


PULP AND PAPER 

■ ratfB 0WX (USS; 24 3k ary ana) 


■ CRWIE 00. FOB (pw hantO Hr 

Dubai 

S12.41.144x 

-0.15 

teas Bland (dated) 

611.70-1.73 

■0.14 

tart Bend (Dec) 

S12J0-2.73 

-0.14 

H.TJ. 

ST4JK-45ar 

-059 

M OH. PR00UCI5 MWEnDtapt drtwi, OF (fenfe) 

Fretebo 6asoUne 

*144-1*6 

-4 

Oea 01 

S1 12-1 13 


Heary Fori 01 

S50-60 


NapMba 

5131-133 

-1 

JBt teal 

5130-131 

-05 

new 

' 5123*124 


■ NATURAL EAS (paoartiena) 


Efecsm pec) 

1553-1555 


mautnui Ape w uam mm jss em 


m 0TH 




PRECIOUS METALS 


■ LONDON BULLION MARKET 

supped ot N M floftscflfiiS 


OK 15240 +4010 15280 15230 155 1040 

Jb 18.150 +0370 16150 16150 50 4315 
ToW 970 ota 


M NATURAL GAS NYIEX fllflOO mriteL; StamBto) 


RefrVTroyaa 

S price 

£ equte 

Sfr m yite 


Lrirtt Dayte 



Open 

ao» 

29150-32.10 




price Cfrwga Bp 

Low 

W tat 

Opewig 

29150-29150 



DM 

2540+0.145 

2565 

2567 34543 51544 

Honing In 

29090 

17154 

39006 

Jtt 

2550 +0.112 

2575 

2510 

8,163 34530 

Aflanoni Dx 

29060 

17456 

39W9 

ftb 

2550+0065 

2570 

2450 

1218 22310 

Dayte HfeD 

281.70-29250 



Mw 

1420+0065 

2440 

2340 

2209 20438 

Day's Low 

3060-29090 



Apr 

2290+0050 

2300 

2248 

78T 12513 

tarim dose 

29030-3080 



Mqr 

2225*0033 

•> nn 

2190 

659 10.148 

loco Lrin Mean EoU Landns SMk (VB USSi 

TOM 




41^1 2277,98* 


SMI Day 1 * Upon 

price cha nge Htgo Lew Vof fat 
OK 43025 +025 43125 43025 26 417 

MV 45500 +025 453.75 45675 S3 218 

Total 10 ( m 


nUHEQUA 

Open haw aid Wans data shown tor contracts 
traded on COMEX. NYIEX. OT, NYCE. CUE, CSCE 
and PE Qufa M ore one day m arms. Warn 6 
open MUSI was at Mr at MM months. 


FUTURES DATA 

M btBBubts aapted ty CtBL 


1 nnrni _ _458 6 mortis 175 

2 moats 4.18 12 months 128 

3nanlhs 4.11 

Star Fta pflray az. US cb eqriv. 

SaA 29932 49530 

Star Lndfea Bstat 

1 month ._ — 180 Bmvdfta -220 

2 months 320 12 raonOs 230 

3 months 3.10 

Go* Cotas 5 price E Hair. 

Rngsijnd 266-300 178-180 

Hem Sanrfegn 09-73 42-44 


V UNLEMB7 6AS0UNE 

MTMEX <42300 US QafcjfeUSgfcJ 


UM Days 0 pm 

price change tag* la* M tat 

43.40 +404 4155 4230 13397 32.7B7 

4175 +409 4335 4690 3321 <3396 

44.15 -406 44.15 44.15 1.131 5397 

44.90 -411 - 54 5218 

47.75 -0.16 4775 47.75 42 7.1B8 

4615 -438 - - 150 5353 

14*21 76356 


Wool from MaOatt ft Co 
Merino wool was deerer to buy in Austrafia 
and Saudi Africa tHs week, continuing the 
recovery thw saarted a few days ago. This 
could a saasonai upturn Defoe the 
Chnstmaa recess and wlth shipping dead- 
lines to meet The main eastern make! 
Mbutar in AustnBa ctosec ta 489 cants a 
kg. 5 cents up or the *eek- New Zealand 
fafed to reflect the firmer tendency Wty 
aid the Indcatcr there was 3 cents down 
to 402. Market observers ham noted 
steadiness, m the mein primary markets. 
China has been c om peting 3 atfle more 
actively In world markets. The threat of 


INDICES 

■ Rettae [Basa 18/9/31 = 100) 

fcfS Nov 4 taeanege 

rVB 14823 1450.4 

■ CRB Mmbs (Bata: 1B07 g 1M9 • 

Rov 4 few 3 grata ago 

20520 20435 

■ eset spw pwe 1970 = ioq 


Msv4 He* 3 manta ego 

14735 14623 15137 


LME MABSHRBE STOCKS ftasMWp) 
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Tta (New YartO 
Cade Ohm wa 0 ig 
Sheep (In wdghO 
nptHwomt 

l*L (far supr (raw) 

Im. day sugar (me) 

Barter (Eng. taut 
Mrin (US Has YeflM 
Mias (US Dak Nortg 
WtaOtejV 

Rutter (KLRSSMol) 

Coconut Qi (Pti)§ 

Palm (U (MatqrtS 
Copra 

Swatan* W 

Cteea OugooK-ff feto 
W*»P»R44a*fl1 

£ pw mr Men otemtsa ana p 

ewMB r anon 1 
MfetManttiin-a 


S 29135 +120 

49600 b +230 

634000 +230 

SZ 7530 +130 

783 c 
4530 c 

2Q65T +430 

2653 +23 

79.14p +131- 

6334p -633" 

«.72p +242* 

SI 9630 +270 

523430 +4.]0 

Onq 

910930 

UlQ 

504W 

5450 p 

27650 * -450 

7453 ) + 1&0 

66230 +25 

S«J 3 y -173 

1 SS 3 y 
5600 

ZBEp +0 


ACROSS 

l After last concert the com- 
poser can go places (6) 

4 Witty writer in days gone 
by about Rodney and me 
(8) 

9 Nag about mother being 
without bottle (6) 

10 Am veiled and disguised 
for a period <8) 

12 Having branches may get 

you into a rut (8) 

13 However, not over a fas- 
tener (6) 

15 In America diplomats are 
alien creatures (4) 

16 Surprise when actor is let 
out (7) 

20 Jack’s anti the move, but 

win not vote (7) 

21 Lawyers on ecstasy take 
clothes off (4) 

25 Special forces' n wihui man 
in unfortunate case (6) 

26 Takes what is suitable In 
the remedies (8) 

28 Happening with usual 
states missing in the end 
( 8 ) 

29 Where, in the intelligence 
system, agents go back for 
screening? (6) 

30 Young socialite, potentially 
urear, Is prevented from 
joining (8) 

31 Counting on people (6) 


3 Managed to get away and 
delude the others 16 ) 

5 One top rated tree ( 4 ) 

6 You and r sold out in a con- 
temptible manner (8) 

7 Request the company of 
popular girl at fringe thea- 
tre (6) 

8 Old money providing explo- 
sive casing for drink (3) 

11 Willing to try out tea (7) 

14 Coming for Mary wlthoot 
my opponent (7) 

17 One who has reservation* 
18) 

18 New England state needing 
outside tenders for trans- 
porters (8) 

19 Muddle one has to move for 
the delivery men (B> 

22 Writing on the second set 
of beliefc (6) 

23 Braved the disturbance at 
part of speech fl>) 

24 More (bun a private chev- 
ron (6) 

27 Cost of travelling to the 
market, say (4) 

Solution 9,831 
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1 Plaything for one parlia- 
mentarian. a name in the 

corporation f8) 

2 Most rang about the mea- 
surement of light (S) 
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LONDON STOCK EXCHANGE 


Shares slide on profit-taking in spite of rate cut 


MARKET RSH)RT 

By Steve Thompson, 

UK Stock Market Editor 


The warnings that an 
interest rate cut had already 
been priced into the London 

equity market proved spot 

on yesterday as the 50-hasis- 

points reduction was greeted 
by a three-figure decline in 
the ETSE 100 index. 

“We had already factored 
in a 25- basis-points cut, and 
there was a lingering hope 
that 50 basis points would 
keep the pot boiling. But it 
soon became clear that even 
that would not be enough to 


drive us further ahead." said 
one marketmaker. 

The market's response to 
the monetary policy commit- 
tee's decision was an instant 
flash oF blue right across the 
trading screens, which trans- 
formed a pre-decision 80- 
point decline into a 40-point 
loss within seconds. 

But after another few min- 
utes. the market had made 
up its mind that an earlier 
downwards lurch in the 
Footsie was correct Thereaf- 
ter. stocks struggled to cope 
with flurries of selling pres- 
sure from institutions eager 
to lock in profits after the 
phenomenal rally that has 


seen the FTSE 100 rise 
nearly 1,000 from its October 
5 low. 

Some pointed out that 
marketmakers had taken a 
classic opportunity to exploit 
momentary weakness in the 
market to replenish their 
depleted trading books, 
allowing them to pick off the 
stocks they were unable to 
cover in recent weeks. 

When the dust settled, the 
ETSE 100 bad dropped 143.1 
to 5,479.8. At its worst of the 
day. in mid-afternoon and 
when Wall Street was under 
moderate pressure, the index 

hit 5.467 A down 155.0. 

The mid and smallcaps 


also fell but held up better 
than the leaders. The FTSE 
250 ended the day 42.6 off at 
a session low of 4,928.8. And 
an 18-session sequence of 
gains In the FTSE Small Cap 
ground to a halt. It closed 5.0 
off at 2,061.0. 

London looked stretched 
from the outset, after Wall 
Street had finished well off 
its Wednesday peak and the 
widespread losses across 
Tokyo and Hong Kong mar- 
kets eroded confidence 
ahead of the monetary policy 
committee decision. 

And there was a host of 
disappointments on the cor- 
porate front yesterday, with 


the insurance sector on the 
run from the start after dis- 
appointing third-quarter 
□umbers from Royal & Sun 
Alliance which also 
prompted big losses in CGU 

and GRE. 

Shell's third-quarter num- 
bers were every bit as bad as 
the most pessimistic ana- 
lysts had been looking for. 

The latest profits warning 
came from Micro Focus, the 
software group, saw its 
shares more than halve at 
one point. At least Boots 
managed to avoid shocking 
the market, unlike its fellow 
retailer. Marks and Spencer 
earlier in the week. 


Turnover at 6pm was a 
robust l.09bn shares. 

Market strategists were 
not downhearted by the 

sell-off. Corey Miller at Pari- 
bas said: “We have come up 
a long way too quickly. 
Those fund managers who 
missed out on the recent 
surge will have to chase It at 
some point." 

He insisted there were 
four bull paints sustaining 
the market: the bullish inter- 
est rate environment; the 
potential for a further 
decline in sterling; the 
potential for an easing of fis- 
cal policy; and a continued 
squeeze in the stock market 
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Airline’s 

wings 

clipped 

COMPAN IES REPORT 

By Martin Brice, Peter J(0m 
and Joel KBazo 


British Airways suffered a 
round of swingeing down- 
grades as brokers moved to 
cut their figures ahead of 
results on Monday. The 
shares fell more than 6 per 
cent or 29 to 413p, one of the 
worst Footsie performances. 

The cuts were prompted 
by what one analyst called 
“a fundamental change in 
the market" as BA faced a 
fail in the number or pre- 
mium passengers. 

Higher -grade seats were 
said to account for just 15 
per cent of passengers but 40 
per cent of revenue, so any 
fall in that area would have 
a significant effect on 
profits. 

Mike Stoddart at Charter- 
house Tllney cut his fore- 
casts from £509m to £468m 
this year, and from £670m to 
£51 lm for next ABN Amro 
was also said to have down- 
graded, from £670m to £565m 
for next year. 

A disastrous performance 
from Micro Focus was 
prompted by its stark profit 
wanting. The stock fell to 
levels not seen for two years 
as it shed 43 per cent or 101% 
to 133%p. Earlier this year It 
was at five times that level, 
at 71Sp. 


The market took fright at 
the company's statement 
that demand Tor year 2000 
products was weak in the 
US. Its prediction that third- 
quarter revenues would be 
S87m was about $20m below 
expectations. 

Doubts over the amount of 
profit to be derived from mil- 
lennium work sent a shud- 
der through the IT sector. 
Among other IT shares, 
Admiral was down 35 at 
£10.40, CMG fell 97 to £15.78 
and London Bridge Software 
dropped 60 to £10.40. 

Royal & Son Alliance fell 
sharply as brokers down- 
graded recommendations on 
the stock after the release of 


lower-than-expected nine- 
month results. 

Dealers said Joint house 
broker Warburg reduced its 
stance to “buy” from "strong 
buy" and others were more 
decisively on the “sell" side. 

Shell-shocked analysts 
said the third-quarter figures 
confounded even the most 
grisly bears and full -year 
es tima tes were likely to be 
clattering down by at least 
nwm. 

Charles Landa at SG Secu- 
rities axed his full-year oper- 
ating figure by £ll0m to 
£435. He said: “The company 
has to improve underwriting 
performance at a time of 
weak premium rates and dif- 


Best and worst performing FTSE sectors 


Dtgtrtbu&KS 

2400 



1 FT 30 INDEX 






. 

9B 


Nh 5 

NH 4 

Nov 3 

Nov 2 

oa 30 

IT ago 

1*9*1 

-tom 

FT 30 

33328 

34212 

33648 

3394.2 

33208 

31625 

406X8 

2790 6 

OnL dv. fltU 

3.16 

388 

3.14 

3.12 

117 

3.57 

482 

2.72 

m rado nel 

2182 

21.73 

2134 

2181 

21.12 

2088 

2581 

1580 

P/E redo n» 

21.13 

21.64 

2176 

21.42 

21.03 

20 JO 

S.19 

1571 

FT 10 wet conpMar btf> 40048 t5 mitt M fflr .m« Bin am 1/7/35. 



FT 36 hawfr dunges 








9 16 

11 

12 

13 

14 

15 

18 

Mga 

Low 

IM WA 

33722 

3364 8 

33392 

3346.1 

33397 

33324 

3436.1 

3326.1 


e FTSE H BWto M UMM 1HL Al ft* mM Tor 1998. 


1 STOCK MARKET TRADING DATA , I 
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ficuit economic conditions. 
Unless it does so profits will 
remain subdued." The 
shares ended the day 50% 
lower at 495%p. 

Other insurers were 
dragged down as a result. 
Guardian Royal Exchange, 
lifted by refreshed takeover 
speculation over the past 
few days, dropped 27% to 
291 'ip. CGU fell 72 to 919p. 

Royal bid talk 

Royal B ank of Scotland 
outperformed strongly with 
talk of a takeover fuelled by 
a “buy" note from Panm ure 
Gordon, now known as West 
LB Panmnre. 

The shares jumped 30% to 
855p as the broker told cli- 
ents Royal Bank was the 
cheapest in the sector on p/e 
terms and offers one of the 
better yields. Pa run ure has a 
“conservative" sum-of-tbe- 
parts valuation of £1057. 

More significantly for 
speculative investors, who 
have been returning to the 
market as equities come 
back into favour, the broker 
has revived enthusiasm for 
consolidation with a mort- 
gage lender. 

Panmure says: “The bank 
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1998 
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remains vulnerable to a bid, 
especially at current over- 
sold levels. The latest 
rumoured bidder is the cash- 
rich Halifax." Analyst David 
Poutney points out that 
James Crosby, the new chief 
executive of Halifax, bro- 
kered the £800m takeover of 
Clerical Medical in 1996. 

Halifax was also surpris- 
ingly buoyant with the 
shares gaining 23 to 347p. 

“Relief that things were 
not as bad as many of us 
feared." was how one retail 
specialist greeted interim 
results from Boots. 

The figures came just two 
days after Marks and Spen- 
cer stunned the market with 
what analysts regarded as a 
profits warning and a 23 per 
cent decline in interim prof- 
its. 

Analysts had downgraded 
profit expectations ahead of 
the figures, prompting a 
sharp retreat in the stock. 
General relief and bargain- 
hunting boosted the stock 
yesterday. The shares closed 
82 or 9.47 per cent ahead at 
94Sp, the best performer in 
the FTSE 100. 

Several brokers down- 
graded full-year profit expec- 
tations to around the £570m 
mark to reflect extra costs at 
the company and the down- 
turn in the retail sector. 

However. HSBC remains 
positive and was said to 
have reiterated its “add" 
recommendation on the 
stock. Initial interest in M&S 
faded leaving the shares to 
decline 6% to 407Vfcp. 

Shell Transport tipped 21% 


lower to 354 %p on disap- 
pointment over the latest set 
of figures. Analysts said the 
company failed to deliver at 
a long mid searching presen- 
tation. 

Analysts added that the 
company has been hit on all 
fronts. They cited the drop 
in oil prices, the economic 
turmoil in Asia and its spe- 
cific impact on oil compa- 
nies' downstream 
operations. 

Dean Corporation moved 
to unlock shareholder value 
by using a method adopted 
by Its larger cousins and 
announced a demerger. Its 
housing, commercial and 
contracting side will move to 
Aim and be called Artisan 
while the rump will be called 
Environmental Property Ser- 
vices and retain its listing. 

Sources dose to the com- 
pany said that if the housing 
side continued to trade at 
about 5 times forecast earn- 
ings but the property ser- 
vices side was rated at about 
10 times forecast eatings, the 
stock would be worth a total 
of about 17p. The shares 
firmed to 13p. 

Building materials group 
Hewetson was up 5 at 120p 
amid talk that a large insti- 
tution was seeking the stock. 
Three parcels of 50,000 
shares went through amid 
some 230,000 shares traded. 

A second profits warning 
in less than two months sent 
shares in PIC International 
Group tumbling. The com- 
pany, the pig-breeding rump 
of the company formerly 
known as Dalgety, said it 
expects first-half operating 
profits before costs and 
exceptional will be cut by 
half to around last year’s 
comparable figure of £I43m. 

The shares lost 8% or 1L18 
per cent to 67%p, one of the 
worst performers in the 
FTSE 250. 

Unilever fell 37 to 590p, 
ahead of today’s third-quar- 
ter figures. Credit Suisse 
First Boston expects the 
group to report profits of 
£895m. 
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Rally marks time as investors book gains ~"T 




WORU) OVERVIEW 


Investors in Asian and 
European markets stepped 
back yesterday, judging the 
time wa s right to book some 
of tbe profits accumulated 
during the rally that began 
in early October, unites 
Michael Morgan. 

Wall Street, too, made an 
uncertain start, although it 
bad clawed back some of its 
losses by midsession as the 
US government confirmed 
the accuracy of weaker than - 


expected non-farm payroll 
data, mistakenly released on 
the internet a day early. 

The mood, however, 
remained cautious as US 
markets took on board com- 
ments by Federal Reserve 
c hairman Alan Greenspan to 
the annual meeting of tbe 
Securities Industries Associ- 
ation. 

Tokyo and Hong Kong led 
Asia broadly lower, although 
an influx of foreign invest- 
ment sent Jakarta almost 12 
per cent higher at one stage. 


The Nikkei had looked vul- 
nerable after Wednesday’s 4 
per cent surge and it suc- 
cumbed after reports the rul- 
ing party was to delay until 
January the submission of 
bills to cut Income taxes and 
taxes on housing. 

Hong Kong was a sharper 
loser as a series of China- 
related share placements 
looked increasingly indigest- 
ible. 

Asian markets were ripe 
for a pull-back after a rise of 
more than 30 per cent in dol- 


lar terms since their low for 

the year on October 6. 

But that should not pre- 
vent further substantial 
rises in same of the markets 
in coming months, according 
to Markus Rosgen at Morgan 
Stanley Dean Witter. 

He sees further rises of 
between 20 and 30 per cent 
in tbe next five months in 
Hong Kong, Singapore and 
Thailand, due mainly to a 
rapid fall in global interest 
rates and in spite of a con- 
tinuation of Hong Kong’s rel- 


atively high real inflation- 
adjusted borrowing costs. 

In Europe, a larger-than- 
expected half-point cut in 
UK base rates and the 25- 
basis-point reduction in key 
rates by the Danish central 
bank served only to high- 
light news that the Bundes- 
bank had resisted pressure 
from members of the new 
centre-left German govern- 
ment and was leaving rates 
unchanged. 

The Bundesbank's stance 
came as little surprise, but it 


did serve to bolster the 
D-Mark against the dollar, 
yen and sterling. 

But in equities, profit- 
taking pulled all the leading 
markets back after their 21 
per cent rally in dollar terms 
since early October. 

Switzerland was the day's 
biggest loser, with a tumble 
of 2.8 per cent. However, 
many dealers were quite 
content to see the day’s 
retrenchment in what was 
increasingly looking like an 
overbought market. 


its star quality 
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Two months ago the 
Philippine stockmarket was 
languishing with few signs 
of a rally on the horizon. 
Since then the market has 
turned in one of the region’s 
best performances with a 
liquidity-driven bounce. 

After hitting a near seven- 
year low of 1.082 on Septem- 
ber 10, the traditionally vola- 
tile PSE 30 index has risen 
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Blue chips hit 
as Dow bears 


Frankfurt falls as rates held 


66 per cent to 1,761. 

Analysts said part of the 
rally had been driven by 
Improvement in regional 
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selling brunt 


AMERICAS 


US shares ran into profit- 
taking in the early part of 
the day with blue chips tak- 
ing the brunt of the selling. 
writes John Labate in New 
York. 

On Wednesday, enthusi- 
asm about election results 
helped to spark buying In 
nearly all sectors. But a 
mildly cautious tone took 
hold yesterday as investors 
skimmed off profits follow- 
ing the market's recent 
rallies. 

By midday, the Dow Jones 
Industrial Average was 
down 19.83 or 0.23 per cent at 
8,763.31. The broader Stan- 
dard & Poor’s 500 index 
slipped 2.01 to 1,116.66. 
Declining shares led advanc- 
ing ones by a 14 to IS margin 
on the New York Stock 
Exchange. 

Stocks were helped off 
their morning lows by a 
speech on global finance by 
Alan Greenspan, the Federal 
Reserve chairman. 

Leading the sell-off among 
Dow component shares, Boe- 
ing dropped SI 1 /, to S39U and 
Caterpillar lost $lft to 
But Walt Disney gained $14 
to $29%. 

High-tech shares were 
mixed. Cisco Systems rose 
$1$ to $6714 after tbe leading 
networking products maker 
released quarterly results. 
Cisco also said It had com- 
pleted the acquisition of 
■S umm a Four. 

The Nasdaq composite, 
which is weighted in tech- 
nology shares, fell 1.78 to 
1,821.79. Small-cap shares 
were also fiat. The Russell 
2,000 index was down by less 
than one point to 39248. 

Microsoft shares rose Sift 
to $10612 after the software 
leader announced an $80m 


Investment plan. Dell Com- 
puter was down $ft to $65ft. 

Among tbe morning’s ris- 
ers. K-Mari surged 5.5 per 
cent or higher to $15% 
after the retailer released 
October same store sales fig- 
ures. 

Barnes & Noble shares fell 
$•/• to $30% a day after tbe 
company appointed a new 
chief executive of Its online 
bookselling site. 

Banking shares were 
mostly- higher, with Chase 
Manhattan up Si to $59 and 
Citigroup gaining $% to 
$4414. Wells Fargo gained 
$1% to $39ft after Goldman 
Sachs added the stock to its 
recommended list. 

The benchmark US Trea- 
sury long bond was down ft 
to 102 ii, lifting yield to 5.341 

per cent a few hours after 
the mistaken early release of 
employment data. 

TORONTO was hit by prof- 
it-taking alter the recent 
gains, and the TSE 300 had 
lost 67.36 or 1 per cent at 
6.298.40 by midsession. 

Of the 14 sub-indices, ll 
lost ground. Banks and con- 
glomerates led the declines, 
with the financial services 
sub-index down 2.7 per cent 
and conglomerates 2.6 per 
cent Bank of Montreal fell 
C$2.75 to C$6i.70 while Royal 
Bank of Canada dropped 
C$1.65 to C$70.10. 

Traders said investors 
were switching from interest 
rate-sensitive stocks to 
domestic-oriented and min- 
ing Issues. Golds and pre- 
cious metals were higher. 
Barrick Gold rose C$1.05 to 
C$34.50 and nickel miner 
In co C$1.25 to C$19.45. 

Takeover target Provigo, 
the food retailer, was the 
most actively traded, adding 
C$0.30 to C$14.90 in good 
two-way trading volume. 


A broker downgrade for 
cycli cals managed to push 
FRANKFURT lower on a day 
when investors also showed 
disappointment at the Bund- 
esbank’s failure to reduce 
interest rates. 

The benchmark Xetra Dax 
index slipped back through 
the 4,800 level to close elec- 
tronic trading at 4,795.28, off 
82.96 on the day. 

Cyclicals fell steeply after 
Morgan Stanley Dean Witter 
took a sideswipe at the sec- 
tor, downgrading MAN, 
P re us sag and Thyssen in 
Germany and infecting senti- 
ment across a broad swathe 
of manufacturing sto cks 

MAN led the rout, tum- 
bling DM37 or 6.2 per cent to 
DM491 with sentiment also 
hurt by disappointing four- 


Commerzbank 
Stare price and Imfn rabmed 
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The FT Eurotop 300 Index fed 

2347 to 1,08343 

See Euro Prices, page 31 


Vote lifts Sao Paulo 


SAO PAULO traded sharply 
higher In mid-afternoon 
trade as investors continued 
to take heart from the gov- 
ernment's pension reform 
victory in Congress on 
Wednesday. 

The vote was also said to 
have prompted renewed for- 
eign investment flows into 
the market 

The Bovespa index was 258 
or 3.4 per cent higher at 
7,915, extending its strong 
gains of the previous three 
sessions. 

On Wednesday, the gov- 


ernment successfully 
defeated three opposition 
amendments to tbe coun- 
try's long-delayed bill to 
reform the pension system. 

The move was seen as a 
test of the government’s abil- 
ity to push ahead with other 
reforms and cost-cutting 
steps Included in its $84bn 
austerity plan announced 
last week. 

MEXICO CITY posted 
moderate losses in early 
deals after Its four-session 
rally. The IPC index lost 
3444 to 4,232.88. 


month sales and hints from 
the company that it was pre- 
pared to spend “several bil- 
lion marks” on an acquisi- 
tion, which could be 
financed by fresh equity. 

The broker said a recent 
field trip had convinced its 
analysts that the recent 
strength of German capital 
goods shares had effectively 
been a false start. Preussag 
fell DM35 to DM584 and 
Thyssen came off D Ml 1.90 at 
DM297.10. Mannesmann lost 
DM5.40 at DM170.50. 

Banks, a better market 
lately on hopes for an official 
easing in money costs at yes- 
terday's Bundesbank meet- 
ing, moved lower. Dresdner 
fell DM2.53 or 4 per cent to 
DM66 and Commerzbank 
shed 70 pfg at DM50.20 ahead 
of next week's results. 

Siemens ran into modest 
profit-taking in spite of a 
round of broker upgrades for 
the shares in the wake of 
Wednesday's restructuring 
news. The shares initially 
pushed up to DM117.70 
before settling at DMI12.45, 
off DM2.20 ou the day. 

Leading utility Vlag was 
steady ahead of Monday's 
nine-month results state- 
ment, adding 25 pfg to 
DM1,119.50. 

PARIS gave up 87.98 at 
3.596.18 on the CAC40 index 
in good volumes which lifted 


turnover to FFrl3bn. San off 
was a rare firm feature, ris- 
ing FFr41 to FFr901 follow- 
ing an upgrade to “strong 
buy” at Morgan Stanley 
Dean Witter. 

The broker also raised its 
target price at Accor to 
FFr1,400 from FFr1,250, 
although the hotels leader 
dipped FFrl at FFr1,259. 

The latest cold douche of 
bad news from the oil sector, 
weak earnings from the 
Shell group, sent Total and 
Elf Aquitaine steeply lower. 
Elf fell FFr30 to FFr690 and 
Total FFr48 to FFr679. 

France Telecom came off 
FFr16.60 at FFr365 on specu- 
lation that the government 
was set to sell off a further 
12 per cent of the company, 
possibly as early as next 
w eek. 

ZURICH headed lower 
although many dealers wel- 
comed the pull-back, saying 
that it was correcting an 
overbought market The SMI 
closed 187.9 or 24 per cent 
lower at 6457.5. 

Swisscom, the beneficiary 
of a raft of positive recom- 
mendations in recent days, 
put on SPrll to SFr483 as 
ABN Amro weighed In with 
a six-month share price tar- 
get of SFr530. 

The bank said the share, 
floated at SFr340 on October 
5, had outperformed the 
local market by 9 per cent 
and the EU sector by 21 per 
cent But it was still at an 
unwarranted discount to the 
Swiss 10-year bond and its 
European incumbent peer 
group. 

Swatch, sharply higher on 
Wednesday on the sale of Its 
stake In the Smart car proj- 
ect to Daimler-Benz, gave 
back SFt 24 to SFT777. 


Food group Nestle came 
under pressure from a large 
sell order, falling SFr64 to 
SFI2615. 

AMSTERDAM ended lower 
with disappointing results 
from Royal Dutch helping to 
depress the AEX index by 
1447 to 1,04444. 

Royal Dutch fell FI 240 to 
FI 91.20 on weak third- 
quarter results. Unilever 
came under pressure too 
after negative broker com- 
ment ahead of today's third- 
quarter figures. The shares 
lost FI 5.90 or 4.1 per cent at 
FI 139. Publisher VNU came 
off FI 440 or 6.1 per cent at 
FI 6940. 

Software group Baan 
jumped F12.SQ or 104 per 
cent to FI 24.60. Employment 
agency Ranstad improved 
FI 240 to FlUO In spite of 
news of a share issue to 
finance thn purchase of Stra- 
tegic of the US. 


A last-minate flurry of 
activity surrounding Endesa 
failed to boost MADRID 
which closed almost 
unchanged with the general 
index up 0.57 to 80046. 

Endesa and its units were 
suspended from trading fol- 
lowing reports of restructur- 
ing. Endesa, which plans to 
take over Its listed subsid- 
iaries via share swaps, then 
jumped Pta65 to Pta3,655. 

MILAN closed lower in 
thin trading, with the gen- 
eral index down 267 or L3 
per cent to 20442. 

Merloni closed up L772 to 
L9400 after being suspended 
limit-up for the second con- 
secutive day. Investors 
rushed to buy the shares 
after the government 
announced plans for an 
incentive scheme to encour- 
age purchases of domestic 
appliances. 

HELSINKI retreated In 
tandem with Nokia and tbe 
Hex index fell 93.49 or 2 per 
cent to 4.47843. 

Nokia lost FM640 or L4 
per cent to FM461 on profit- 
taking. Ralsio, the food 
group, declined FM3-20 or 56 
per cent to FM53.70 on 
uncertainty over the US 
launch of its anti-cholesterol 
margarine, Benecol. 

The US Food and Drug 
Administration could stop 
the marketing of Benecol as 
a dietary supplement. 


Written and edited by Jeffrey 
Brown, Emflm Terazono, Peter 
HaD & Caroline von Loewndcii 


confidence and currencies, 
but local factors were at 
least as significant 

While little has changed in 
the subdued outlook for cor- 
porate earnings or the econ- 
omy, analysts said rising 
liquidity following rate cuts 
had spurred buying by 
domestic Investors. 

The market had also been 
boosted by the strong peso, 
increased confidence in the 
resilience of the Philippines 
economy and even an 
improvement in investor 
sentiment towards President 
Joseph Estrada. 

“Confidence and liquidity 
has driven this rally. Noth- 
ing fundamentally has 
changed much,” said Colbert 
Nocom. research director at 
ING Barings. 

Analysts said the Estrada 
fector had loomed large over 
the market during the for- 
mer movie star's first 100 
days In office. By most 
accounts, the president had 
madw a somewhat unpresi- 
dendal start to his term with 
a series of gaffes. 

Analysts said investor per- 
ceptions on Estrada had 
started to improve after his 
co-ordination of the revival 
of Philippine Airlines and a 
well-received keynote speech 
at the World Economic 
Forum in Singapore last 

mnQt h 

“The Estrada factor is still 
there, but much less than it 
had been,” said Nocom. “The 
locals have a greater sense 
of the Improved performance 
as It Is much easier for tham 
to assess what he has been 
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doing than for foreign inves- 
tors at a distance." 

John Mangun. director of 
portfolio manage m e nt at IB 
Gimenez Securities, said 
many stocks had been funda- 
mentally undervalued before 
the recent rally. 

Ayala Corp, tbe blue-chip 
conglomerate with Interests 
from telecoms to banking, 
was a case in point Since 
October 1. the stock has 
more than doubled to 10.5 
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pesos. 

The market also has been 
supported by firmness in 
Philippine Long Distance 
Telephone amid intense 
takeover speculation sur- ^ 
rounding the company. Tbe "p 
Philippines' dominant tele- 
com accounts for 17 per cent 
of the PSE Index. Since the 
Index's low point on Septem- 
ber io, the stock has risen 35 
per cent to S75 pesos. 

The main question now is. 
the sustainability of the 
rally after such a sharp rise. 

Alexandra Connor, direc- 
tor of research at Indtaun . 
WI Carr Securities, said tbe 
market now appeared expen- 
sive, trading on a 1999 price/ 
earnings multiple for the 
PSE 30 Index of 14 times. - 

"If you look at the funda- 
mentals, it has to come baric 
a bit and we should see scene 
weakness starting to come 
through. However, fund 
flows could push the market 
higher,” she said. 
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Jo’burg hit by profit-taking 


Syndicated Term Loan 


SOUTH AFRICA 


Profit-taking after a strong 
rally on Wednesday 
depressed South African 
shares, with the overall 
Index closing down 30.6 at 
6,030.7. Financials were 


almost flat, adding 0.1 per 
cent, while the gold index 
added a marginal 0.1 per 
cent in tbe face of steady 
bullion prices. Industrials 
Tell 06 per cent Specialised 
Outsourcing, the IT group, 
gained 230 cents to R32.80. 
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Weaker rupiah boosts Jakarta 


Arranger and Agent 

L-Bank 

Landeskreditbank Baden-Wurttemberg 
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ASIA PACIFIC 


The weaker rupiah and 
lower interest rates on 
benchmark central bank cer- 
tificates sent foreign inves- 
tors rushing to buy in 
JAKARTA, driving the com- 
posite index up more than 12 
per cent at one stage. 

Profit-taking pared gains 
but the index still closed 
2567 or 7.6 per cent higher at 
355.53. Turnover soared to 

RpS39bn, compared with the 
recent daily average of 
Rp300bn. 

Foreign funds snapped up 
Telkom, sending the share 
Rpl75 higher to Rp2,450, and 
Indosat, which jumped 
RpL32S to Rpll,000. 

TOKYO succumbed to 
profit-taking following 
Wednesday’s 4 per cent gain, 
writes Micfuyo Nakamoto. 

Investors were also disap- 
pointed by the likelihood 
that government plans to cut 
taxes and stimulate the 
economy would be delayed 
due to a tight Diet schedule. 
Analysts said Tuesday's 
euphoria over the report 
that Morgan Stanley had 
raised Its weighting in Japa- 
nese equities was overdone. 

The Nikkei 225 average 
slipped 186.44 to 14.34167 
while the Nikkei 300, which 


Indonesia 
Jakarta Compose 
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is weighted by capitalisation, 
fell 0.72 to 22045. The Topix 
index of all listed shares 
eased 2.79 to 1,10447. 

New York's overnight 
gains foiled to cheer the 
market which was domi- 
nated by profit-taking in 
issues likely to be hit by a 
delay in tax cuts. 

Construction and real 
estate lost ground, with 
Ohbayashi declining Y6 to 
Y518 and Mitsui Fudos&n, 
the property developer, fall- 
ing Y13 to Y885. 

Financial Institutions were 
heavily traded with mixed 
results. Sakura Bank, the 
most actively traded issue, 
closed up Y2 at Y337, while 


Sumitomo Trust Bank 
gained Y13 to Y378 in heavy 
trading. However, Fuji Bank 
and Yasuda Trust were tar- 
gets of profit-taking with 
Fuji falling YlB to Y519 and 
Yasuda Y8 to Y142. 

Securities companies 
remained on tbe uptrend due 
to short-covering. Nomura 
Securities advanced Y46 to 
Y 1,047 in heavy trading. 

Some exporters were 
sought on indications that 
the yen's strength against 
the dollar had eased. Hitachi 
rose Y36 to Y716 in active 
trading. 

Trading volume slipped to 
5G9m from 687.85m. Losers 
led gainers 668 to 463 while 
162 issues were unchanged. 
In Osaka, profit-taking failed 
to erase all the day's gains 
and the OSE Average closed 
up 5942 at 1436L9S. 

HONG KONG was hit by a 
series of share placements 
by red-chip companies which 
triggered long-awaited profit- 
taking. The Hang Seng Index 
finished 28667 or 2.7 per cent 
lower at 10221.98 in turnover 
that fell to HK$76bn. 

The red-chip Hang Seng 
China-Affiliated Corpora- 
tions index dived 5.3 per 
cent, while H-shares eased 
2.4 per cent. Among dedin- 
ing blue chips, Hutchison 


dropped HK$3.75 or 8.4 per 
cent to HK$55, while HSBC 
turned back from a high of 
HK$19340 to close HKS240 
lower at HK318640. 

WELLINGTON rose to a 
three-month high on strong 
domestic demand for blue 
chips. NZ Telecom jumped 30 
cents to NZ$8.42 and 
Fletcher Challenge group 
stocks were also active fol- 
lowing news of a UK dls- i 
posaL Fletcher Paper added 
9 cents at NZ$1.48. 

The broad rally, which 
took the 40 capital Index up 

63.93 or 3.3 per cent to 
2629.73, allowed Carter Holt 
Harvey to shrug off disap- 
pointing results with a rise 
of 12 cents to NZ165. 

SYDNEY ran into selective 
profit-taking, prompted 
partly by some negative divi- 
dend news from NAB, which 
ended 19 cents lower at 
AS21.85. Elsewhere among 
banks, ANZ fell 23 cents to 
AS9.61. Telstra was the day’s 
most heavily traded stock. 
adding i cents at ASS 47. 

BANGKOK rose for the 
fourth day running in high 
turnover led by bank and 
finance stocks. Banks surged 
64 per cent and finance 
stocks 8.7 per cent The SET 
index rose 7.97 or 2.2 per 
cent at 362.08. 
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' Wide open grid 
Gearing up for electricity 
•. deregulation: Pages 2-4 


Race for pole 
hots up as EU 
light goes green 

Governments, national power giants and 
independent energy companies are all, says 
Andrew Taylor, jockeying for position in 
advance of European electricity liberalisation 
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, Competition in most 
European Union electricity 
markets goes live on Febru- 
ary 19 next year. The move 
y. marks the first step towards 
a Europe-wide power mar- 
' ket, offering customers the 
^ prospect of lower prices and 
‘ improved services. 

:■ Member countries must 
at least 25 per cent of 
. their electricity market to 
_ new suppliers under an EU 
; directive signed in 1996. The 
^ only exceptions are Greece 
and Ireland, which have 
been allowed to delay impie- 
'• men ting the directive by two 

years. Belgium, which had 

- been given a 12 -month dis- 
pensation, has decided not to 

' wait and has brought for* 

: ward the start of competi- 

* tion to next year. 

By 2006. countries must 

• have opened at least a third 
of their electricity market to 

: competition. In the first 

- phase industrial and com- 

' mercial customers using 
: more than 40GWh a year 

will be able to exercise 
-, choice. But, this phased 
production of competition, 
will end the monopolies of 
i national and regional power 

- suppliers. Competition will 
■ encourage lower prices. 

enabling industry and com- 
merce to compete more effec- 
tively in international mar- 
kets, says the European 
. Commission. 

The impact is already 
being felt as jockeying has 
begun among large Euro- 
pean electricity companies 
seeking to break into neigh- 
bouring markets as well as 
trying to preserve previously 
protected home sales. 

Groups such as Electricite 
de France (EdF) the French 
state-owned electricity gen- 
erator and supplier; Tmatran 
'■'Vojma 0V0> of Finland; Vat- 
tenfall of Sweden: RWE of 
Germany; Tractebel of Bel- 
gium: National Power and 
PowerGen of the UK and 
Endesa and Iberdrola of 
Spain have bought or are 
seeking acquisitions and 
joint ventures in other EU 
countries. 

Three companies. EdF. 
RWE and British Energy, 
the UK nuclear power gener- 
ator, have been short-listed 
with Singapore Power as 
potential purchasers for Lon- 
don Electricity, the supplier 
to 2m customers in the 
English capital. The success- 
ful bidder is likely to have to 
pay more than £ 2 bn to buy 
the company from Entergy, 
its US owner. 

Francois Roussely. EdF's i 
chairman, last month l 
announced plans to double 
the value of the group's 
overseas investments to i 
FTr30bn by the end of the 1 
V*entury. Much of the new i 
'investment wfll be spent in 1 
Europe, says Mr Roussely. i 
Recent purchases by EdF 1 
include a 25 per cent stake in 
Energie Steiermark (Estag) 1 
from tile Austrian province 1 
and a 29 per cent stake in a « 
combined cycle gas plant, t 
Puertollnno. in central Spain J 
in partnership with Endesa t 
and Iberdrola the Spanish 1 
power producers. 1 

Utilities, faced with a 
increased competition in 
home markets, are looking r 
to diversify as well as ( 
increase their international i 
exposure. In the UK, broadly I 
based energy groups such as c 
British Gas and Eastern r 
Energy are offering custom- s 
ers dual fuel, electricity and I 
gas contracts. ScottisbPower c 
1 offers gas. electricity, water p 
.fand telmiminuru'cations sen c 
vices to its customers. ® 

RWE. the German multi- a 
utility, IMA mining, energy 
and teU-eonim'unications s 
businesses. Tractebel, the g 
diversified Belgian utility s 
nnd industrial group which e 
owns 39 per cent of Electro- a 
bel the country's largest j 
electricity producer, controls II 


it more than 11.000MW of inter- 
y national capacity, almost as 
l- much as it owns inside 
e Belgium. 

s The commission estimates 
r- that customers representing 
e 60 per cent of EU power mar- 
d kets will be able to exercise 
choice when the directive is 
t triggered in February - way 
if ahead of the minimum 25 

0 per cent requirement. 

J Countries such as Sweden, 
e Finland, and the UK will 
s offer full competition by the 
s end of next year. Others, 
w such as France, will be more 
j restrictive, sticking dose to 

1 the rninimiTiw requirements. 

The directive permits gov- 
) emments a great deal of lati- 

- tude on how they introduce 

- competition. Its wording rep- 
resents a compromise 

t between countries, such as 
I Germany and Britain, which 
i wanted greater competition 
l and those, such as France, 

- which sought to protect the 
; position of powerful state 

monopolies. 

The directive offers two 
routes to wider competition: 

• Negotiated third party 
access would allow custom- 
ers to buy electricity freely 
from domestic or foreign 
generators. A fee Is paid to 
an independently managed 
distribution network for car- 
rying the electricity. . 

• A single buyer system is 
more restrictive. It permits a 
designated national electric- 
ity buyer to retain control of 
the national grid and its own 
generating capacity as well 
as acting as an Intermediary 
in contracts between genera- 
tors and suppliers. 

Critics argue that a com- 
pany such as EdF, which 
will retain ownership of the 
French transmission net- 
work, will learn the prices 
charged by competitors and 
undercut them. 

The commission and EdF 
insist such fears are ground- 
less. The directive requires 
enforced separation of com- 
monly owned transmission 
and supply operations, under 
separate managements using 
separate accounts. This trill 
ensure transparency and 
fairness of treatment, say 
officials. 

Companies, even where 
full competition is techni- 
cally available, may not find 
it easy to compete against 
former national and regional 
monopolies, which will con- 
tinue to wield enormous 
market power. 

Germany, as an interim 
measure, is allowing its hun- 
dreds of municipally-con- 
trolled distributors to adopt 
single buyer status, which i 
will make it difficult for i 
competitors to break into 
local markets. Many other 1 
customers will continue to j 
be supplied by their existing i 
national or regional electric- i 
ity company. 1 

Another potential obstacle I 
to wider competition is “pub- 1 

lie service clauses". These i 
allow governments to pro- £ 
tect domestic power markets i 
If the introduction of compe- i 
tiHon can be shown to con- i. 
fllct with environmental s 
needs or pose a threat to I 
security of supply. 1 

Transitional arrange- t 
ments, proposed to protect e 
G erman and Spanish coal c 
markets, permit the state to 
provide incentives to coal t 
burning generators. Govern- f 
ments may also restrict con- e 
st ruction of new capacity, a 
Britain recently imposed p 
curbs on building gas-fired c 
power stations to protect its s 
coal market while new elec- E 
tricity trading arrangements n 
are introduced. 3 

“Whilst the directive does p 
set . the ..framework for s 
greater competition in the n 
supply and generation or 
electricity. It does not signal v 

an immediate change in util- o 

ity operating environments, a 
It fails to outline a common * 


f- system of transport fees, per- 
s mite transitional arrange - 
e ments and is generally a 
rather ambiguous docu- 
& ment." says Lakis Athana- 
S siou. head of global utilities 
■- research at Commerzbank, 
e "The strong commercial 
s positions of many incum- 
Y bents and the unwillingness 
5 of governments to sacrifice 
large employers and tax gen- 
. erators to competition 
1 should preserve the value of 
3 the existing companies." 

. The prospect of competi- 
: tion is having an impact and 
> not Just in increased corpo- 
rate activity, says Commers- 

- bank. It points to growing 

- European investment by 
! independent power produc- 

■ ers. such as the giant Enron I 
i group of the US. Further 
i spending by independents is 
i likely to be encouraged by 
indukrlal customers seeking 
an alternative to their cur- 
rent monopoly supplier. 

Transmission businesses 
can expect tighter regulation 
as competitive pressures 
increase. Power trading is 
also likely to increase, asl 
industrial and commercial 1 
customers, already accus- 
tomed to dealing in financial 
derivatives, become more 
sophisticated. Power mar- 
kets like Nordpool in Scandl- 
nanvia, which provide 
short-term and futures trad- 
ing In electricity, may pro- 
vide a model. 

Hie UK is In the process of 
overhauling its wholesale 
trading arrangements to 
bring them more into line 
with other commodity mar- I 
kets. German stock 
exchanges at Dusseldorf, 
Frankfurt and Hanover are 1 
also considering ways of : 
introducing a new market to 
deal in power contracts fal- 
lowing liberalisation of the 
country’s electricity sector. 

Increased price competi- I 
tion, tighter regulation of j 
transmission networks and 
the introduction of new mar- I 
ket instruments will squeeze 
utility margins, says Mr 
Athanasiou. 

Domestic power prices in 
the UK have fallen by an 
average of 8 per cent in mar- 
kets where competition has 
begun to be introduced, 
according to Professor Step- 
hen Littlecbild, the industry l 
regulator. By next June, all ] 
24m UK domestic customers 
will be able to choose a new 
electricity supplier, increas- 
ing price competition. 

EdF has responded to the 
prospect, of the competition 
in its home market by reduc- I 
ing prices by 10 per cent 
since 1996. It plans a further 
5 per cent reduction by 2000. 

There is wide variation 
between power prices in dif- 
ferent countries, which 
seems likely to narrow as 
markets become more com- 
petitive. A recent survey or 
the European utilities sector 
by Warburg Dillon Reed 
reported an 80 per cent 
spread between the highest 
and lowest industrial power 
prices. Italy. Germany and 
Austria had the most expen- 
sive electricity prices and 
Finland, France and Den- 
mark the cheapest. "Euro- 
pean competition will mean 
some convergence of prices," 
concluded the survey. 

The introduction of compe- I 
tition may also encourage j 
further privatisation ns gov- 
ernments seek to raise ftmds 

and to promote lower power 
prices and improved effi- 
ciency. For the time being, I 
state owned giants such as 
EdF and Enel of Italy will I 
find themselves competing 
against European and US 
private sector energy groups J 
seeking to make headway in [ 
new markets. j 

The commission takes the 
view that even if the door of 
competition. Initially, is only 
ajar, it will quickly be swung 
wide open by market forces, f l— 


1 ' 




Lightning strikes I 

US companies charge into * 
open markets: Page 5 £ 
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Since the dawn of time, human energy needs 
have never ceased ro expand. By 2020 
worldwide energy needs will increase again 
by half, while electricity needs will double. 

Taking into account this reality, the 
COGEMa Group contributes to the production 
of nuclear energy from a responsible, 
sustainable development perspective. 

For COGEMA, this means recycling up to 
97% of raw materials (uranium and 
plutonium 1 , saving considerable amounts 


of energy. COGEMA is committed to 
minimizing ultimate waste and its impact 
on the environment. 

Consistent with future needs, 
nuclear energy does not pollute / - 
the atmosphere and does nor add \ _ • ~ 
to global warming. 

Present in over 30 countries, ^ \- 
COGEMA. through its utility 
customers, supplies over lialf of 
the nuclear energy used in the 
world. 1 

You have your requirements; /;-7v ± 
today and tomorrow, you can 
count on a Group that has the sense 
of responsibility to fulfill them. 


UnMaaCmnlM 
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COGEMA 

The reliable nuclear fuel cycle group 

COGEMA, [M , afir 1 Lift*rfuiloiuJDe\clO{>fTWil.2nitrPaul-Dauner 1 "^]-il Vdis-^lhCOiibbyCtsltTi. Frariie. 

Wumc. y 1 1 j 3*1 2*555 do. fax. 35 ( 1 1 }& 2o27 20. Iniemef hup : ..'»wcnjjenuir. E-nuil : inienuamaliav'ogtffru.fr 
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. WORLD ENERGY 2 ELECTRICITY DEREGULATION 


UNITED KINGDOM by Andrew Taylor 


The wide open spaces 


The liberalisation directive is building on 
the changes wrought by privatisation to 
provide one of the most accessible 
electricity markets in Europe 


The British electricity 
market, already one of the 
most open in Europe, is 
experiencing its biggest 
period of liberalisation since 
privatisation in 1990. 

Competition for ait of the 
country's 24m domestic cus- 
tomers is due to be intro- 
duced by next June. And 
new trading arrangements 
have been proposed to 
reduce the price-setting 
power of large generators, 
which will be required to sell 
some of their power stations 
to boost competition. 

Meanwhile. Peter Mandel- 
son. trade and industry sec- 
retary, has ignored the 
advice of competition 
authorities and allowed 
Powergen, the country's sec- 
ond largest fossil fuel gener- 
ator, to buy East Mi dlan ds, 
the country's third largest 
power supplier, for £l.9bn. 

Power Gen, in return for 
being allowed to complete 
the deal, has offered to sell 
4000MW of its 13.62SMW 
capacity. The Office of Fan- 
Trading had recommended 
that the bid should be inves- 
tigated by the Monopolies 
and Mergers Co mmiss ion. 

Takeover activity looks set 
to increase sharply as Brit- 
ish and continental Euro- 
pean utilities queue up to 
replace US energy groups 
seeking to withdraw from 
the UR market. 

In August, Entergy of the 
US announced plans to sell 
London Electricity, bought 
for £l-3bn in December, 1996. 
lhe short list of bidders Is 
thought to include British 
Energy, the nuclear power 
producer. Electricity de 
France, the state-owned 
power producer, RWE, the 
large German telecoms and 
energy utility, and Singapore 
Electric. 


Southern Electric and 

Scottish Hydro-Electric 

recently announced plans to 
merge to create one of the 
country's biggest energy- 
groups with a combined 
market capitalisation of 
more than £4.5bn. 

Electricity and gas compa- 
nies, meanwhile, have begun 
to break into each other’s 
markets as domestic compe- 
tition has spread. Centrica, 
which trades as British Gas, 
has already signed up 500.000 
domestic electricity 
customers. 

The phased introduction of 
competition for all 24m 
domestic electricity custom- 
ers is due to be completed 
next June. The move echoes 
events in the gas industry, 
whose 18 m customers can 
already choose a supplier 
other than British Gas. 

Non-utilities, such as 
supermarkets and financial 
services groups, have begun 
to take advantage of the new 
markets by offering energy- 
linked products to their cus- 
tomers. 

Alliance and Leicester 
building society. Tor exam- 
ple, is offering homeowners 
mortgages with up to three 
years of free gas and electric- 
ity through a joint venture 
with London Electricity. 

A study this summer by 
accountants Pricewaterbou- 
seCoopers found that at least 
half of potential new elec- 
tricity suppliers are. consid- 
ering selling power along- 
side retail and financial 
services products once com- 
petition is introduced. 

Eastern Group, the coun- 
try’s biggest electricity’ sup-, 
plier. already offers price 
cuts to customers paying 
with a Barclaycard. Centrica 
has launched its own credit 
card with HFC Bank. 



Capital market Suitors are lining up to buy London Electricity 


Supermarket group Tesco 
is offering electricity cus- 
tomers bonus points on its 
loyalty card as part of a 
link-up with Norweb. Tandy, 
the electrical retailer, has 
teamed up with Yorkshire 
Electricity while Amerada, 
the domestic gas supplier, 
has links with electrical 
retailer Currys. 

Murray MacFarlane, who 
heads PwC's energy cus- 
tomer management practice, 
says: “Companies, such as 
financial service providers 
and supermarkets, which 
have already demonstrated 
the power of the brand from 
diversifying into new areas 


SCANDINAVIA by Emma Moffatt 


Shining light shows 
both good and bad 

Progress in the region illustrates the benefits, and difficulties, of 
liberalisation for the rest of Europe 


As the rest of Europe looks 
north to Scandinavia for les- 
sons on market liberalisa- 
tion. this forerunner in 
reform still has some way to 
go to achieve a truly open 
and competitive market. 

The Nordic market has 
seen an enormous change, 
beginning with Norway 
opening up its wholesale 
market in 1992. This has 
been followed by structural 
changes elsewhere in the 
region, particularly in Swe- 
den and Finland, leading to 
a highly liberalised market, 
well ahead of the European 
Union electricity directive. 

The region's progress is an 
example to other European 
countries, partly because of 
the difficulties it has high- 
lighted. In particular, differ- 
ences in national regulations 
haw led to distortions, high- 
lighting the need Tor har- 
monisation and the creation 
of a level playing field. 

Re-structuring has made 
markets in Norway. Sweden 
and Finland open to compe- 
tition at household level. 
Participants in these coun- 
tries can buy. sell or trade 
electricity on the Nordic 
power exchange. Nordpool. 
Created in Norway, Nord- 
pool is now jointly owned by 
the Norwegian and Swedish 
grid companies; it also 
serves Finland and is merg- 
ing with the Finnish electric- 
ity exchange El Ex this year. 

it consists of a very liquid 
spot market Tor physical 
trading and a futures market 
for trading in weekly con- 
tracts. Traded volumes in 
1997 were 40.6 TWh for the 
spot market and 42.6 TWh 
for the financial. And. in 

addition to Nordpool. there 
Is a bilateral market, four to 
five times its size. 

Opening up the market 
has created considerable 
potential far cost reduction 

and increased efficiency. U 
has led to mergers and 
acquisitions, within and over 
national boundaries. One of 
the more recent is the 
merger of two Swedish utili- 
ties. Gullspang, owned by 
Finland's Ivo, and Stock- 
holm Encrgi. The new com- 
pany. Birka Energi AB will 
become the third largest 
energy company in Sweden, 
after Vattenfall and Syd- 
kraft. 

The new transparent and 
open market has also led to 
a number of non-Nordic com- 
panies. such ns Electrtdte de 
France and PreusseoElektra, 



Jump lead: Nordpool Is a model for energy exchanges 


entering the region, with 
Interests in Graninge and 
Sydkraft respectively. 

But distortions in the mar- 
ket have occurred. Combin- 
ing generating resources in 
the Nordic area should lead 
to their more efficient use. 
with the baseload operation 
of gas, coal and nuclear and 
peaking capability of hydro- 
power. Prices, as a result, 
should be less volatile but 
this has not liappcncd. The 
abolition of border tariffs 
between Finland and Nor- 
way and Sweden should be 
completed in November 1993 
and this should help some- 
what. Norway and Sweden 
abolished their interconnec- 
tor tariffs in 1996. 

Some differences still exist 
in the level of competition in 
the Nordic countries. 

Theoretically, the Norwe- 
gian, Swedish and Finnish 
markets are completely 
open. However, in Sweden 

only a limited number of 
small customers have 
changed supplier due to the 
obligation to fit a meter to 
continuously monitor 
demand. This is price capped 
at 2,500 krona but, along 
with a requirement to give 
six months' notice of the 
intention to switch suppli- 
ers. still represents an obsta 
cle to the small consumer. 
As a result only approxi- 
mately 20.000 households 
have changed supplier, com- 
pared to as many as 130.000 
in Norway. 

Meanwhile, Denmark has 
only just begun to open up 
to competition. Large con- 
sumers and distributors, 
with demand of more than 
100 GWh/yr, will be able to 
choose their supplier as of 
April 1998. This, however. 


only applies to three compa- 
nies in the Zealand region 
and seven in Jutland. 

Taxation or electrical 
energy in the Nordic coun- 
tries varies in terms of struc- 
ture and level. 

In Finland and Denmark 
the burden falls on the con- 
sumer whereas in Norway 
and Sweden the generator is 
taxed. This situation leads to 
distortions in the market as 
participants cannot compete 
on equal terms. 

Differences in tax levels 
also have Lhis effect. For 
example, high levels of taxa- 
tion in Norway an hydro- 
power at certain times of 
year can make it less com- 
petitive than thermal power 
from Danish coal-fired 
plants. 

This can result in non-re- 
□ewable power being bought 
on Nordpool even though 
there is spare capacity in the 
Norwegian hydro system, 
with negative consequences 
for the environment. 

Sweden has gone some 
way to implementing struc- 
tural change, by shifting 
some of the tax on hydro- 
power generation to the con- 
sumption sector. However, 
there is a long way to go 
before taxes are harmonised. 

Despite these problems, 
the Nordic market is 
extremely competitive and 
open. Nordic countries will 
continue to see concentra- 
tion in ownership - Finland 
still has more than 100 distri- 
bution companies - but har- 
monisation of taxation and 
the level of competition 
remains vital if the market 
is to reach its full potential 
and remain a model for liber- 
alisation in the rest of 
Europe. 


will be keen to exploit what 
is likely to be a dynamic 
market 

“Even some premier divi- 
sion football clubs have been 
considering linking with 
electricity suppliers to sell 
reduced priced power to sup- 
porters." 

Increased competition in 
electricity generation and 
wholesale power trading is 
to be promoted through pro- 
posed new trading arrange- 
ments. 

National Power and 
PowerGen. the two largest 
fossil fuel generators, will be 
required by industry regula- 
tor Professor Stephen Little- 
child to sell some of their 
under-used coal-fired power 
stations to encourage compe- 
tition. 

PowerGen, as part of the 
East Midlands deal, has 
agreed to sell two coal-fired 
power stations. Negotiations 
are contfnning between 
National Power and the reg- 
ulator. 

The government, mean- 
while. has introduced tempo- 
rary restrictions on con- 
structing new' gas-fired 
power stations to protect 
coal sales while new trading 
arrangements are introduced 
by the industry regulator. 

The International Energy 
Agency, the energy arm of 
the OECD, last month sup- 
ported British government 
claims that existing electric- 
ity trading arrangements 
bad bolstered the price-set- 
ting power of the large gen- 
erators and unfairly discrim- 
inated against coal-fired 
generation. 

Mr Mandelson says the 
new trading arrangements 
should reduce wholesale 


prices by at least 10 per cent 
and win he more open and 
competitive in line with 
those operating in other 
commodity markets. 

Professor Littlechild has 
proposed that generators, 
customers and traders make 
firm cash bids in advance for 
most of their power require- 
ments as part of a three-tier 
market which would incor- 
porate; 

• A futures market, permit- 
ting exchange-based and 
over-the-counter trading and 
enable customers to hedge 
their power requirements 
several years ahead. 

• A short-term market that 
would allow generators, sup- 
pliers and customers to sub- 
mit bids as little as four 
hours ahead of each 
half-hourly trading period. 
Accepted offers would repre- 
sent firm financial commit- 
ments and would be settled 
at the prices specified in the 
offer or bid rather than some 
uniform price specified by 
the market 

• A balancing market that 
would allow supply-side and 
demand-side bidding within 
actual half-hourly trading 
periods to take account of 
last-minute power needs and 
supply problems. 

The introduction of domes- 
tic competition and new 
trading represent the biggest 
catalysts for change in the 
UK market 

Separate moves 
announced by the govern- 
ment to force public electric- 
ity companies to split their 
supply and local distribution 
businesses may also encour- 
age takeover activity as 
regional companies unbun- 
dle their operations. 




Loose ends: Poland’s Mr Buzek must talk power to join the EU 


VIEW 

FROM BRUSSELS 

Europe’s power summit 
turns to the next wave 

The diplomacy which secured agreement among existing 
members will be vital i n dealings with prospective mem bere 

Christos Papoutsis, 

European Commissioner for 
Energy, faces a challenging 
two yeans with competition 
for both electricity and gas 
markets due to be phased in 
over next year for member 
countries. 

Most EU members will, by 
next February, be required 
to open at least 25 per cent 
of their electricity supply 
market to competition, rising 
to at least 33 per cent by 
2003. 

By June, 2000, countries 
will have to open 20 per 
cent of natural gas markets 
to competition, rising to 28 
per cent by 2005 and 33 per 
cent by 2010. 

Getting different countries 
to agree common terms has 
beat a massive exercise in 
diplomacy. Critics complain 
that the directives are too 
weak, allowing governments 
too much latitude in how 
they intend to introduce 
competition. 

Mr Papoutsis, who joined 
the commission in January, 

1995, argues that large 
electricity users cannot be 
prevented under the 
directive from switching to 
another supplier. 

He says that industry and 
commerce win push at the 
door of competition to 
ensure that it opens wider. 

Some 60 per cent of EU 
electricity markets will, 
technically, be open to 
competition when markets 
go five in February. 

The commissioner faces 
another big task in ensuring 
that the energy policies of 
the next batch of six 
countries seeking to join the 
union - Cyprus. Estonia, 

Poland, the Czech Republic, 

Hungary and Slovenia - 
satisfy membership criteria. 

Mr Papoutsis 

acknowledges that progress 
has been made by the 
candidates but believes that 
effort is needed to prepare 
for EU membership. 

Countries negotiating 
membership need to show 
that they win be capable of 
adapting their energy 
competition policies to 
accommodate EU directives 
aimed at the gradual 
liberalisation of electricity 
and gas markets. 

They will have to show 
they are capable of making 
progress in meeting energy 
efficiency targets as well as 
establishing 90 days’ . 
emergency oil stocks. 

Pofiries will need to be 
developed to cope with 
conflicting environmental, 
economic and regional 
consequences of coal 
mining and coal fired power 
generation. 


4 : 


The biggest dilemma will 
be how to cope with nuclear 
power plants owned by 
former communist countries 
in central and eastern 
Europe, some of which will 
need substantial investment 
to make them safe. 

"it is in our common 
interest to ensure that 
electricity from nudear 
installations is produced 
according to the highest 
internationally recognised 
safety levels," says Mr 
Papoutsrs. 

“This Is essential for the 
protection of the life and 
health of our citizens and 
also to create a level playing 
field for the correct 
functioning of the internal 
energy market” 

Liberalisation of energy 
sectors, says the 
commissioner, will 
"ultimately lead to more 
energy security, fair 
competition in our sector 
and an improved 
environment". 

Existing EU gas and 
electricity markets have an 
annual turnover of Ecu 
250bn, which will grow as 
countries join the union. 

The so-called “first-wave" 
countries are due to begin 
talks with the commission 
this month on how best to 
pursue convergence of 
energy policies to achieve 
EU membership. 

At the heat of the 
discussions will be security 
of supply, competitiveness 
and environmental concerns, 
described by Mr Papoutsis 
as "the three pillars of EU 
energy policy". 

He says the introduction 
of EU directives phasing in 
competition in electricity and 
gas markets has 
demonstrated that it is 
possible to square the circle 
and to reconcile 
liberalisation with public 
service obligations''. 

Liberalisation, he argues, 
will also create new 
opportunities for investment 
from outside the Union, 
while energy security win be 


underpinned by "more open 
and integrated markets 
Increasing flexibility and 
diversification of energy 
supply"- 

The need to develop 
policies to meet 
anti-pollution targets 
established at the Kyoto 
conference on global 
warming adds to the 
burdens facing existing and 
future EU members. 

The commission, in its 
recent communication on - 
energy efficiency, estimated n'’ 
that by 2010 the potential 
for EU energy efficiency 
improvements was 
equivalent to 18 per cent of 
1995 energy consumption. 

The commission's recent 
energy white paper 
proposed doubling the share 
of renewable energy in the 
EU's energy mix to 12 per- : 
cent by 2010. 

Mr Papoutsis is keen to 
stress the need for 
“uninterrupted and 
non-discriminatory “ access 
to energy transit routes, 
ensuring security and 
diversity of power station 
fuel. 

He says: "For energy 
producers, guarantees for 
uninterrupted transit on fair .< 
terms is crucial for market u 
access. This is the spirit in 
which we wish to co-operate . 
with transit countries, such 
as the Ukraine. 

"Co-operation at regional 
level among producers, 
consumers and transit 
countries, particularly in 
relation to the development 
of the trans-European 
energy networks, contributes 
to integration of markets and 
improves economic and 
social cohesion." 

The commission has 
established task forces to 
evaluate the energy sectors 
and networks in the Balkan 
and Baltic areas. It also 
attaches “great importance 
to the ongoing work in other jri- 
regions, such as the Caspian 3 *'* 
and Black Sea areas". 


Andrew Taylor 


GERMANY by Derk Baucbnecht 


Restriction the way to freedom 


The new government’s interventionist pedigree is likely to 
increase regulation and, with it, competition 


The Social Democrats and 
Green Party, the significant 
element's of Germany's new 
government, still have a rep- 
utation for liking state inter- 
vention but they are 
unlikely to ruin the work of 
Gunter Rexrodt, the former 
economic affairs minister, 
with regard to developing 
competition in the electricity 
supply industry. 

The new government 
might adopt a tighter regula- 
tory' framework but this does 
not mean that liberalisation 
will be strangled. Rather, 
more regulation seems to be 
necessary to promote more 
competition. 

The new energy law, put 
in place by the previous 
coalition, goes beyond the 
requirements of the Euro- 
pean directive with the com- 
plete opening-up of the sup- 
ply market in April this 
year. 

But competition is still 
alien to the German power 
industry. Statutory monopo- 
lies have been abolished but 
the incumbents still own the 
grid, which makes it difficult 
both for new companies to 
enter the market and for 
customers to switch suppli- 
ers. 

According to Mr Rexrodt, 
third party access to the 
transmission and distribu- 
tion network is the key to 
German electricity liberalisa- 
tion. Yet his government 
refused to set rules to ensure 
such access. Mr Rexrodt left 
it up to industry associations 
to negotiate access guide- 


lines. And an agreement was 
reached in April this year, 
on the basis of which the 
utilities are expected to pub- 
lish their tariffs. 

But critics argue that the 
guidelines will lead to pro- 
hibitive grid charges. “They 
are an attempt by the incum- 
bent utilities to protect the 
status quo," says Lutz Mez, 
energy policy analyst at the 
Free University of Berlin. 

There are plans to estab- 
lish a spot market, probably 
in Hanover, but this would 
require more transparent 
and reliable access to the 
grid. 

The Social Democrats are 
In flavour of the government 
regulating third party 
access. They have tabled a 
draft regulation designed to 
lower grid charges and 
enable access for small cus- 
tomers and short-term deals. 
But it is likely to be held in 
abeyance until the new gov- 
ernment has evaluated the 
current guidelines, which 
run September 1999. 

In the meantime, inter- 
ested parties are preparing 
for a more competitive elec- 
tricity market 

The German power indus- 
try is characterised by a 
large number of companies, 
more than 500 of which gen- 
erate electricity. This sounds 
like a good starting-point for 
the development of competi- 
tion but the industry is dom- 
inated by eight utilities that 
own and operate the high- 
voltage grid, generate about 
SO per cent of the country’s 


electricity supply and have a 
stake in many smaller utili- 
ties. 

Not surprisingly, there Is a 
consolidation process, and it 
is expected to speed up. 
RWE Energie. PreussenElek- 
tra and Bayern werk. the 
three largest power compa- 
nies, already have a strong 
influence on the high-voltage 
utilities. Hew, Be wag and 
Veag. An influence encapsu- 
lated by east German utility 
Veag: “Our competitors are 
our owners." 

The two main utilities in 
the south west, Energie-Ver- 
sOTgung Schwaben (Evs) and 
Badenwerk merged last year 
into Energie Baden-Wurt- 
temberg (EnBW), forming 
the fourth largest utility in 
Germany. 'Hie smart money 
is on RWE or Bayemwerk 
taking a bigger stake in 
EnBW. 

But there are some new 
independent power produc- 
ers and traders, attracted by 
the large German market 
and high electricity prices. 
Both Vasa Energy - set up 
in 1996 and partly owned by 
Sweden's Vattenfall - and 
the Finnish company Ivo, 
want to build a 1,200 MW 
gas-fired plant in eastern 
Germany. 

Experience elsewhere in 
Europe, notably the UK, sug- 
gests that gas-fired combined 
cycle plants might be the 
key for new generators to 
enter the German market. 
But there is a considerable 
surplus capacity in Germany 
and even with gas-fired coo- 
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bined cycle plants, which 
have relatively low capital 
costs, it will be difficult for 
new generators to compete 
against coal-fired stations 
that are written*# already. 
Only when many old coal- 
fired plants shut down, in 10 
years or so, will it become 
easier for new generators to 
enter the German market 

Although there Is almost 
□o competition yet. utilities 
are trying to cut costs. Mar- 
keting is becoming more 
important and many compa- 
nies are negotiating new 
contracts with their old cus- 
tomers, offering lower 
prices. The VIK/Dow Jones 
price Index for Industrial 
consumers. launched in 
March this year, has contin- 
uously fallen from 15,405 Pfi 
kWh to 14^67 Pf/kWh In Sep- 
tember. 

In spite of moves to open- 
ness, anyone keen to sign a 
contract with a new supplier 
might need a good lawyer if 
the experience of Freiburg is 
anything to go by. 

The town's utility. Few, 




A 


V 


opted to replace its supplier, 
EnBW. with Swiss generator 
Watt but EnBW continues to 
deliver electricity lo the 
southern German town. Frei- 
burg has cut its payments tu 
the company, suggesting 
that the courts will be busy 
soon. Freiburg will fight for , 
its right to switch supplier , 
despite a contract that does 
not expire until 2014. Watt . 
will fight for its right to use 
EnBWs high voltage grid to 
supply its new German cus- 
tomer. 

if a big municipal utility 
has significant difficulties ' 
switching its supplier. ' 
domestic customers may 
well have second thoughts. 
Michaele Hustedt, a Green ± 
Party MP, is- Dying to -buy 
electricity for her flat in . 
Bonn from a wind generator. , 
Vasa Energy wonts to act as 
supplier but it is not clear , 
yet if, and under what condi- .. . 
tions, it can gain access to 
RWE’s grid. 

But the new government 
seems determined to chal- ' ! 
lenge the monopolies. i 
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WORLD ENERGY 3 ELECTRICITY DEREGULATION 


ITALY by David Lane 

Continuity promises little in 
the way of change or progress 

chafed with opening the markets have survived into the new government but the obstacles 
they face are proving equally difficult to shift 


Two key figures held on to 
the posts they occupied in 
Romano Prodfs Vlwo’ (olive 
tree) coalition when Mas- 
simo D’Alema, Italy's new 
prime minister, announced 
his government at the end erf 
October. Pierluigi Bersani 
was reappointed as industry 
. minister and Umberto Carpi 
was kept as Mr Bersani’s 
undersecretaxy with special 
responsibility for energy. 

8&is continuity provides 
evffieuee of the govern- 
meat's awareness that an 
Important milestone for the 
electricity sector Is 
approaching and that little 
time remains to introduce 
the legislation needed for the 
start of liberalisation on 13 
February neat year. 

A little more than two 
years ago, soon after the 
VUvo' took office. Mr Carpi 
headed a commission tasked 
with identifying methods 
and priorities for promoting 
liberalisation and competi- 
tion between producers. The 
commission reported in Jan- 
uary last year. Among its 
recommendations were the 
complete liberalisation of 
electricity production, the 
creation of a wholesale elec- 
tTJjity market, the institu- 
tion of a single buyer and 
the establishment of an inde- 
pendent dispatching and 
t ransmissi on body. 

“Because current Italian 
law is not in line with the 
European Union's liberali- 
sing principles, adoption of 
the Ell directive will oblige 
the country to introduce 
Important changes In the 
rules governing operations 
in the electricity sector," the 
report concluded. Almost 
two years later those 
changes are still awaited. 

While the recent govern- 
ment crisis has delayed prog- 
ress. an even larger obstacle 
to putting the necessary leg- 
islation in place is the sheer ' 
contentiousness of electric- 
ity liberalisation.. The 
extreme-left. Partfto Rifbuda-, ., 
rione Comurusta (PRC), 
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whose withdrawal of support 
brought down Mr Prodi’s 
government, has never hid- 
den its opposition to electric- 
ity liberalisation. Former 
PRC members in, or support- 
ing. Mr D'Alema’s govern- 
ment may block the dele- 
gated legislation, for which 
favourable parliamentary 
opinion is needed. 

But the hold-up in legisla- 
tion has not prevented 
Italy’s energy regulator, 
which started work in May 
last year, from tackling some 
important issues in the elec- 
tricity sector, including the 
pricing of the surplus pro- 
duced by autoproducers 
(split-power)- and sold to 
Enel, the state electricity 
corporation; the thermal fuel 
price supplement in tariffs; . 
and treatment of the costs of 
Enel's withdrawal from 
nuclear power.. . ..... , ' 
Delays in government and 


parliament are now seri- 
ously affecting the regula- 
tor’s work, however. The 
small staff at the energy 
authority, which oversees 
the gas . sector as well as 
electricity, had hoped to set 
tariffs for transmission by 
last October. They will not 
be announced until this 
month. There has also been 
slippage in setting tariffs for 
tied users, which are expec- 
ted to be published in Febru- 
ary instead of December. 

Pippo Rand, the authori- 
ty’s chairman, says its work 
is conditioned by what will 
be established in the legisla- 
tion .implementing the EU 
electricity directive in Italy. 
The regulator will only be 
able to . take decisions when 
he knows that they are con- 
sistent with what the legisla- 
tor has enacted. 

Meanwhile, to spite of the., 
hncartainty, ’Italy's Electric- 


ity companies are gearing up 
for next February. State- 
owned Enel knows that it 
will have to shed production 
capacity. The joint ventures 
announced last year with 
Eni (the state-controlled 
energy and chemicals 
group). Enron and Entergy 
were aimed at creating com- 
panies to operate in the lib- 
eralised market. Following 
Entergy's withdrawal. Enel 
recently called in an invest- 
ment bank to help' answer 
the question of what to do 
with the two plants that 
were earmarked for that 
project 

'Milan’s ARM municipal 
utility, partly privatised fol- 
lowing its stockmarket list- 
ing in July, has also decided 
to pursue opportunities with 
the large eligible users 
which will form the liberal- 
ised market AEMte current 
investment programme - at 


BENELUX by 'Jeremy Gray 


Markets open to almost 
complete indifference 


Moves to free up markets In the region 
have prompted little excitement 


A “big bang” it is not. Since 
(tip Benelux countries 
fjeed to free up their heavi- 
ly-regulated electricity sec- 
tors for the first phase of 
European Union liberalisa- 
tion next February, the chief 
activity has been a reshuffle 
of interests among existing 
power generators, who are 
determined to keep a com- 
petitive edged ahead of toll 
deregulation next century. 

Foreign entrants have 
found it particularly tough 
going in Belgium, where the 
state utility giant commands 
an 85 per cent market share. 
Yet a scattering of cross-bor- 
der deals and Joint ventures 
by newcomers to the Bene- 
lux, particularly Enron of 
the US, are clearly the shape 
of tilings to come. 

Of the three Benelux 
nations, the Netherlands 
offers the greatest potential 
for. foreign rivals due to the 
fragmented nature of its 
market. The collapse last 
spring of a planned merger 
tween four regional 
argy generators - EPZ, 

Epon and Una — has 

triggered speculation that a 
merger wave is imminent. 

' EPZ, which posted a spec- 
tacular 75 per cent profits 
rise in 1997, has been the 
first in the group to find a 
partner, agreeing last month 
to integrate its operations 
with those of Pnem/Mega 
Group, the south Dutch 
energy concern. 

Dutch generators are 
likely takeover targets 
because they tack the criti- 
cal mass to survive in 
deregulated European mar- 
ket. Jeroen Groothuls and 
Jan van den Berg, analysts 
at Dutch bank ABN Amro, 
say it is inevitable they win 
tall Into private hands. Both 
ABN Amro and ING, the 
&htch financial services con* 
«jrn. want to invest in the 
sector and analysts expect 
foreign power giants - such 
as Germany's RWE, France s 
Compognie Generate des 
Eaux and Belgium’s Electro* 
bel - to follow. 

The vulnerability of Dutch 
power firms explains why 
the Hague fell Into line with 
the EU directive only, last 


August The Electricity Act 
aims to liberalise 32 per cent 
of power production and sup- 
ply next year, rising to 100 
per cent by 2006. 

Unlike its south-western 
neighbour, the Dutch also' 
plan to privatise 49 per cent 
of gas and electricity produc- 
ers and several generators, 
including Edon, the 
north-east power supplier, 
are already making plans to 
sell part of their equity. TO 
lure future Investors, the 
Dutch economics ministry is 
allowing electricity firms to 
pass on FUObn ($5.4bn) in 
loss-making investments to 
consumers. 

Belgium, too. had been 
engaged in foot-dragging. 
But, this autumn, the gov- 
ernment waived its one-year 
exemption from the EU 
directive, following heavy 
lobbying from Belgium’s 
utilities, large-scale power 
consumers, the regional 
Flemish government and the 
country’s publicly-owned 
municipal power distribu- 
tors. From next February, 64 
forge industrial users which 
consume at least 100 giga- 
watts per year will be free to 
shop around. These consum- 
ers - mainly steel and chem- 
ical arms - account for one- 
third of Belgium’s power 
market. 

However, Jean-Pol Ponce- 
let, the Belgian energy and 
transport mi mater, says that 
the municipal and interrity 
electricity distributors will 

have to wait another 10 
years before they can genu-, 
inely choose their suppliers. 
Many of these companies are 
locked into exclusive supply 
contracts with Electrebel. 
the division of state utility 
holding Tractabel which sup- 
plies power to nearly nine- 
tenths of the market Liber 
altsatfon of the anutagA 
distributors will begin only 
in 2007, to be completed by 

^While the delay obviously 
favours Electrebel. it also 
benefits the rajjJP** 
themselves: they will be free 
to compete against other dis- 
tributors on their own tun. 
Mr Poocelet. however, says 
this does not go for enough. 
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insisting that there should 
be a "controlled but progres- 
sive lowering" of tariffs to 
all consumers directly con- 
nected to a power grid by 
the end of 2006. 

Unlike the Dutch govern- 
ment, which has set up an 
anti-cartel watchdog (DTE) 
for the power sector, the Bel- 
gians have yet to announce 
how It will regulate disputes 
once the market is opened. 
Electrebel has benefited 
from this bureaucratic iner- 
tia. The state power giant is 
actively trying to freeze out 
rivals by offering sharehold- 
ings to significant distribu- 
tors in exchange for 
long-term contracts from 
large consumers. 

Electrebel has . been 
expanding abroad, too. The 
company i which this. sum- 
mer began exporting power 
to Sweden and Norway.' took 
an 8 per cent stake last July 
in Cegedel, the Luxembourg 
generator which supplies 
two-thirds of the national 
market The deal may even- 
tually allow the Belgian 
company, which already 
sells electricity to Cegedel 
and the Luxembourg steel 
industry- to poach business 
from German suppliers. Lux- 
embourg has agreed to open 
40 per cent of its power sec* 
tor next February. 

So for. however, the frag- 
mented nature ot the Dutch 
market has offered mere lee- 
way for newcomers than in 
Belgium. 


Enron, the fast-expanding 
US power supplier, which 
has 120-odd deals in Europe, 
began supplying power to 
several large Dutch compa- 
nies this year, Including 
electronics giant Phi Lips, 
paper firm Parenco and fer- 
tiliser concern Hydro Agrf. 
well before the Electricity 
Act was passed. It was the 
first time that large users 
had signed to buy electricity 
independently from Sep. the 
umbrella organisation of the 

four big public generators. 

Another manifestation of 
the new regime is the fledg- 
ling Amsterdam Power 
Exchange, which ts closely 
modelled on Scandinavia’s 
Nordpool. The APS will 
begin trading spot power 
contracts next year and may 
later set up a futures mar- 
ket Dutch. Belgian and Ger- 
man power supply compa- 
nies have expressed an 
Interest in becoming APX 
members, including Bel- 
gium’s Electrebel. 

Views differ on the APX’s 
prospects. While the new 
exchange will enable genera- 
tors to fine-tune output and 
trading to match demand, 
some critics warn that the 
slow pace of the market 
opening will dampen the 
liquidity. A bigger, more 
lucrative market beckons 
right next door, in Germany. 
In the absence of swifter 
deregulation, the Benelux 
power sector will not set for- 
eign investors alight 


its Cassano d’Adda thermal 
plant and In Its Valteiliua 
hydroelectric system - and 
the company’s alliances with 
other electricity concerns 
are central to strategy. 

Not surprisingly. Italy’s 
private sector h3s been busy. 
SondeU the number-two pri- 
vate power producer, inau- 
gurated two new gas-fired 
cogeneration plants in the 
second half of October. 
While output from these 
plants is dedicated to Enel. 
Sondel has a project for 
70QMW plant in southern 
Italy, for which the construc- 
tion licence was granted in 
April. Its output will be sold 
to the liberalised market. 
The company recently 
revealed that it is ready to 
launch a consortium of 
industrial users to which it 
wifi supply electricity. 

Edison. Italy’s biggest pri- 
vate power company with 
more than 3.500MW capacity, 
is already well advanced in 
setting up user consortiums. 
It has two industrial consor- 
tia, one in Milan province 
and the other in Vicenza 
province, plus a consortium 
of municipal utilities which 
will obtain electricity from 
its recently commissioned 
Sannalo plant. Enzo Gatta. 
head of Edison's electricity 
operations, says the com- 
pany is discussing two other 
consortia. 

Mr Gatta says that Edison 
is interested in the power 
stations that Enel had 
tagged for Its Joint venture 
with Entergy. He does not 
consider that a joint venture 
with Enel, a competitor, 
would be a problem. Liberal- 
isation of Italy's electricity 
market is likely to create 
some strange bedfellows. 

Meanwhile, in the lobby of 
Edison's Milan headquarters, 
a large clock is ticking the 
countdown to 19 February. 
Italy’s electricity companies 
are ready. The big question 
is whether the politicians 
wfl] have finished their job 
on time. 


FRANCE by Paul Whitehead 


Unconcerned as the 
guillotine looms 

A lack of enthusiasm, jn government and wider circles, about 
liberalisation is reflected in the snail’s pace of progress 


Of all the European Union 
member states obliged ui 
begin opening their electric- 
ity markets on February 19. 
France U one of the least 
prepared. 

After months of delays the 
French only recently pro- 
posed legislation to begin 
dismantling the monopoly of 
the state-owned electricity 
utility. Elcculcite de France 
(EdF). and bring France into 
line with EU requirements. 

The ministry for the econ- 
omy and industry published 
its draft white paper in June 
and opened its proposals to 
consultation. A final draft 
emerged in September. The 
government hopes that this 
will be approved by the cabi- 
net in November, before 
finally putting it to parlia- 
ment in January. Most 
observers agree that the 
chances of these proposals 
becoming law in time for the 
February deadline are slim. 

Even if the deadline is 
met, there is little confi- 
dence that large electricity 
consumers in France will 
benefit from competition to 
the same extent as their EU 
neighbours. 

Under the final proposals 
some 400 customers whose 
annual electricity consump- 
tion exceeds 40GWh will be 
free to choose their electric- 
ity supplier. Although this 
only equates to the mini- 
mum 25 per cent threshold 
required by the EU directive, 
there has been some relief 
that France has abandoned 
the previously advocated 
’single buyer' approach, 
whereby consumers would 
be free to receive their elec- 
tricity from anywhere in 
Europe, provided they 
bought it firm EdF. 

Two further concessions 
came when the government 
agreed to hand over electric- 
ity regulation to a semi-inde- 
pendent regulatory commis- 
sion and to allow regulated 
third party access to the 
national transmission grid, 
which is owned and operated 
by EdF. This means rival 


generators and eligible cus- 
tomers have guaranteed 
access to the grid. Previ- 
ously, the government had 
leaned towards negotiated 
access whereby customers 
would have to agree to terms 
and conditions set by EdF in 
order to gain grid access. 

Despite these concessions, 
there continues to be con 
cerrv that the French propos- 
als fall short of the required 
level of liberalisation. In par- 
ticular. the electricity com- 
mission. which is to act as 
market regulator, will only 
have limited powers and 
independence. 

Modelled on the existing 
telecoms regulator. .ART. the 
commission will have three 
of its members, including its 
chairman, appointed by the 
government and a further 
two appointed by the two 
chambers of parliament. 
Unlike the telecoms regula- 
tor. how ever, the body also 
includes a commissioner 
who will directly represent 
the government. Would-be 
electricity suppliers argue 
that this is unfair, since the 
government also owns EdF. 

Furthermore, the commis- 
sion lacks powers to impose 
sanctions in the case of mar- 
ket abuses. Its role in tbc 
resolution of conflicts will be 
limited to arbitrage prior to 
referring cases to the gov- 
ernment's antitrust body, 
the competition council, for 
a binding decision. 

The relatively weak posi- 
tion of the regulator is one 
Issue prompting potential 
rivals to EdF to lobby the 
government for stronger lib- 
eralisation measures. The 
utility group Vivendi - 
whose interests include 
power generation as well as 
the Generate des Eaux water 
group and Conn ex rail ser- 
vices - aspires to enter the 
French market but has not 
been encouraged by the gov- 
ernment’s proposals. 

Vivendi’s chairman. Jean- 
Marie Messier, complains 
that the regulator would nei- - 
ther have the power to 


authorise new iwiwcr plants 
nor impose sanctums “thus 
leaving control of the mar- 
ket in the hands uf the state, 
which owns EdF". 

He reserves his strongest 
criticism for rhe decision to 
allow EdF to maintain own- 
ership nf the national grid, 
saying that this is like 
''allowing an airline to man- 
age the take off and landing 
slots at an ainwri"- 

Huvrevor. the government, 
and most French consumers, 
are quite happy with the sta- 
tus quo and rhe pressure for 
competition is not as intense 
as m other states where elec- 
tricity prices are higher. The 
Jospin administration sees 
the S»v-\ ear-old state owned 
EdF. as a highly successful 
public enterprise, whose 
position it has sought to pro- 
tect when drafting its liber- 
alisation legislation. 

Consumers enjoy some of 
the lowest electricity prices 
m Europe and are generally 
supportive uf EdF's nuclear 
programme, which is the 
most ambitious in the world 
and has allowed France to 
reverse its dependence un 
energy imports over the last 
•20 years. 

EdF shrugs ufl impending 
competition, arguing that 
nobody in Europe can match 
its prices. 

This approach is changing 
after the appointment of 
Francois Roussely as chair- 
man in July. Mr Ruusscly 
wants EdF to be more cus- 
tomer- focused and is propos- 
ing to revive its relationship 
with the state gas company 
Gaz de France in an effort to 
provide its industrial con- 
sumers with a package of 
electricity, gas and steam. 
This, he hopes, will stem 
competitive pressures at 
home while EdF takes 
advantage of liberalisation 
elsewhere to expand and 
confirm its position as 
Europe's biggest electricity 
company. 

Paul Whitehead is editor of 
'the FT-netcsletter, European 
Energy Report 
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Special wishes deserve 
special solutions 



Customers have special wishes - and 
there are just as many special solutions 
for delivering natural gas, the favour- 
ite energy. Historic buildings, industrial 
and commercial facilities or residential 
premises - natural gas can be sup- 
plied almost anywhere, The hidden 
talents of environmentally sound natu- 
ral gas give a new lease of life to 
architectural landmarks and preserve 
the national heritage. 


We are a supro-regional gas merchant 
company in east Germany; our part- 
ners are regional distributors, local utili- 
ties, municipalities and industrial con- 
sumers. As a player on the gas market, 
we assist In designing and implement- 
ing gas projects and we guarantee 
reliable and flexible gas supplies to our 
customers at all times. Our experience 
and expertise can help to And on 
answer to your special wishes, too. 


VfertJunUnofc Gas Aktiengesefcchaft ■ Braunsftasse 7 • 04347 Lefcdg ■ Germcny Tefc +49341 443431 
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SPAIN by Tom Burns 


Y ou can please more of the 
people in less of the time 

Keen to show Its liberalising credentials, the government has revised the schedule to speed choice 


When Spain's centre-right 
government wants to show 
off its liberalising creden- 
tials it boasts about its 
achievements In the electric- 
ity generating industry and 
the progress it has made in 
dismantling the monopoly 
services of the national tele- 
coms operator. 

Opening up the power sec- 
tor to competition was, from 
the start the more complex 
of the two and, in rising to 
the challenge, the govern- 
ment boasts it has been espe- 
cially resolute. 

A new electricity protocol 
was legislated two years ago. 
shortly after the government 
of Jose Maria Aznar gained 
power, It put the domestic 
sector broadly in line with 
the European Union's guide- 
lines for deregulating the 
industry. The new rulings. 


like those elsewhere in the 
EU. set out a programme 
that would eventually allow 
consumers to choose 
between continuing under a 
regulated tariff, establishing 
a bilateral agreement with 
an electricity supplier or 
buying electricity directly 
from. the electricity pooL 

Spain has. however, now 
gone several steps further 
along the competition path 
by speeding up the liberalis- 
ation timetable for the 
power sector. Unveiling a 
new agreement with the 
main power groups in Sep- 
tember, Josep Piqu6, the 
industry and energy minis- 
ter. claimed that Spain was 
implementing the fastest 
utility deregulation schedule 
in the euro-zone. 

The most eye-catching fea- 
ture of the latest agreement 


PORTUGAL by Peter Wise 

Anxious to 
gather an electric 
security blanket 

Limitations of location and demand inform 
the approach to the EU directive 


Portugal's approach to the 
European Union’s Internal 
Electricity Market directive 
is determined by two ines- 
capable facts: the country is 
dependent on imports for SO 
per cent of the energy it con- 
sumes and is obliged by its 
geography bo rely on Spain 
for interconnection with 
international electricity 
transmission networks. 

These limitations have 
resulted in the implementa- 
tion of a new regulatory 
framework, due to take full 
effect in January, which 
seeks to safeguard supply 
security and allow for 
long-term forward planning 
of electricity production. 

Portugal, the first Euro- 
pean country after the UK to 
agree to a private-sector 
investment in a large-scale 
power plant, has also 
designed its regulations, par- 
ticularly a new tariff system. 
to encourage a long-term 
commitment to the country 
by foreign investors in 
power generation. 

To address these concerns, 
two separate, co-existing 
electricity supply systems, 
known as the public and 
independent supply systems, 
have been created. The for- 
mer involves the power 
plants, more than 30. owned 
by Electricidade de Portugal, 
the state-controlled national 
power utility, and two big 
private-sector plants. They 
are all locked in to supplying 
the national grid, a regu- 
lated. state-owned monopoly, 
through exclusive power 
purchase agreements. 

"The public supply system 
provides for long-term plan- 
ning by the public authori- 
ties. which can define energy 
policy goals in terms of fuels 
and types of power station 
and take into account other 
objectives, such as protect- 
ing the environment and 
ensuring cohesive supply 
throughout the country,” 
says Jorge Vasconcelos. 
head of ERSE, Portugal's 
independent regulatory body 
for the electricity sector. The 
first such plan is due to be 
published shortly and will be 
regularly updated. 

Electricity producers who 
set up in the independent 
supply system are free to 
supply eligible customers, 
pajring a tariff for use of the 
national transmission and 
distribution grid. In regula- 
tions approved in 1995, Por- 
tugal defined eligible cus- 
tomers as industrial users 
who consume more than 
IQQGWb a year at a single 
site. The country's four 
power distribution compa- 
nies are also permitted to 
purchase up to 8 per cent of 
their consumption outside 
the public supply system. 

These measures pre-date 
the EU directive, approved 
in 1996. requiring that from 
February next year custom- 
ers representing 25 per cent 
of total electricity consump- 
tion must have the freedom 
to chose their supplier from 
anywhere in the EU. These 
customers must include all 
users consuming more than 
lOOGWh a year. 

Officials estimate that 
these industrial users 
account for about 7 per cent 
of total consumption in Por- 
tugal. The 8 per cent of total 
consumption that distribu- 
tion companies are allowed 


to buy freely means that 
Portugal has already liberal- 
ised 15 per cent of its elec- 
tricity market It now has to 
extend freedom of choice to 
a further 10 per cent to com 
ply with the directive. 

This will involve lowering 
the lOOGWh-a-year threshold 
which makes large users eli- 
gible to buy electricity out- 
side the public system, 
extending the 8 per cent 
limit imposed on distribu- 
tion companies, or a combi 
nation of both. 

The decision falls to Erse, 
the independent regulator 
set up in 1997 to oversee litP 
eralisation of the sector. 
This was the culmination of 
a process that followed the 
nationalisation of electricity 
generation, transmission and 
distribution in 1976. This led 
to the creation of EdP as a 
single monopoly covering all 
these areas. 

Portugal began to move 
towards liberalisation in the 
late 1980s and in 1991 a con- 
sortium led by Siemens of 
Germany won a contract to 
build and operate a 950MW 
natural gas-fired power 
plant. In 1993, EdP sold two 
300 MW coal-fired units to a 
group led by National Power 
of the UK. The plant's capac- 
ity has subsequently been 
extended to 1.200MW. 

In 1994, EdP was divided 
into companies for genera- 
tion and transmission. Four 
regional distribution compa- 
nies were created and ser- 
vice and other specialised 
units were split off. EdP was 
partially privatised in global 
equity offerings in 1997 and 
1998. 

The regulatory framework 
coming in to force next year 
has been drawn up by Erse 
through a long process of 
public consultation. “We had 
the authority to sit down 
and write the rules our- 
selves.” says Mr Vasconce- 
los. "But we wanted to 
involve as many people as 
possible in the decision-mak- 
ing process and benefit from 
their experience.” 

It was also important in a 
country unfamiliar with the 
concept of independent regu- 
lation to make the process 
wholly transparent and pro- 
ride legitimacy for the regu- 
lator’s actions, he says. The 
response was unexpectedly 
positive with large numbers 
attending public hearings 
and submitting written pro- 
posals and comments, many 
of which have been incorpo- 
rated into the framework. 
“For us. the method was as 
important as the final prod- 
uct.” says Mr Vasconcelos. 

One of the regulator’s 
most Important decision has 
been to introduce the price 
cap system of determining 
tariffs under which prices 
are fixed for a determined 
period against the consumer 
price index. The Portuguese 
system includes mechanisms 
for sharing profits above a 
determined level with cus- 
tomers and for adjusting tar- 
iffs in the unlikely event of a 
threat to company solvency. 

“Customers and compa- 
nies will know in advance 
exactly wbat will happen if 
thresholds are exceeded.” 
says Mr Vasconcelos. “We 
believe this is the best way 
to provide for stability and a 
long-term commitment to 
the sector by investors.” 


was that it threw out of the 
window the cautious 
descending scale of custom- 
ers eligible to access the 
deregulated market that the 
1996 electricity protocol had 
outlined in order to soften 
the impact of competition for 
the power groups. 

This year, for example, 
only the handful of compa- 
nies which consumed more 
than 35GWh a year obtained 
the freedom to choose their 
electricity provider and to 
negotiate the price and the 
supply of their power 
requirements. Under the 
original sliding scale, con- 
sumers of more than 9GWh 
were eligible to enter the 
competitive market in 2000. 
those consuming more than 
5GWh had to wait until 2002 
and the deregulation bene- 
fits were be delayed until 
2004 for those consuming 
more than lGWh. 

The new timetable sweeps 
such caution aside. By Octo- 
ber next year, all power 
users consuming at least 
lGWh over an average 12 


month period will be 
included in the competitive 
framework and deregulation 
will, as a result, cover some 
8,000 companies which 
together represent 44 per 
cent of total energy con- 
sumption in Spain. 

By 2007. the same date 
that was written into the 
1906 electricity protocol, all 
consumers, whatever their 
power requirements, will be 
eligible to choose their elec- 
tricity supplier. 

In its deregulatory zeal the 
government built several 
other elements into Its Sep- 
tember agreement with the 
utilities. A key one was a 25 
per cent reduction in the dis- 
tribution and transmission 
tolls, a cost factor which is 
regulated by the govern- 
ment, for all eligible custom- 
ers acquiring all their elec- 
tricity in the free market In 
the same vein it also cheap- 
ened payments, similarly set 
by the government, arising 
from the so-called guaran- 
teed supply rate factor. 

The thrust of such initia- 


tives is to encourage eligible 
customers to take the plunge 
and gain full benefits from 
the competitive framework. 
Standing in the path of gen- 
uine liberalisation is the 
Inertia-inducing fact that t he 
domestic industry, as else- 
where, is strongly concen- 
trated. 

In Spain the power sector 
is a virtual duopoly. Endesa 
and Iberdrola split between 
them some 80 per cent of 
total electricity output while 
Uni6n Fenosa, the third- 
ranked power group, 
accounts for a further 15 per 
cent. 

Deregulation is an article 
of faith for Madrid's centre- 
right government in general 
and for Industry minister Mr 
Pique, who has the addi- 
tional job of government 
spok esman , in particular. 

There is a dual track 
agenda behind such enthusi- 
asm. The government 
believes that liberalisation is 
voter-friendly because it will 
bring down prices and it is. 
in any case, determined to 
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Hzz and crackle: Spanish consumers wfll celebrate freedom of choice eooner than expected 


implement as much deregu- 
lation as possible in advance 
of the launch of Europe’s 
single currency because it 
views competition as the 
j rjpft i instrument to combat 
potential inflationary pres- 
sures in the new euro-zone 
environment 

Included in the new liber- 
alisation ruling was a gov- 
ernment commitment to 
reduce electricity tariffs by 
2.5 per cent next year, 
instead of by 1 per cent as 
scheduled in the 1996 proto- 
col. The government esti- 
mates that the combination 
of additional falls in toll and 
guaranteed payment fees 
together with the onset of 
competition will bring down 
electricity costs by 10.7 per 


cent between 1997 and 2001 
and by 18J1 per cent in real 
terms. 

In order to bring the utili- 
ties round to the accelerated 
deregulation timetable the 
government authorised the 
power groups to securitise 
some Ptal^OObn ($&3bn) of 
stranded casts created by a 
fast changeover to a compet- 
itive industry that will inevi- 
tably have an impact on 
their revenues. This sweet- 
ener ensured the industry's 
assent to the new liberalisa- 
tion schedule but it was con- 
tested by the national com- 
mission for the electricity 
sector, a government advi- 
sory body that monitors the 
regulation of the power gen- 
eration. 


The commission argued 
that the compensation paid 
via the securitisation pack- 
age was over-generous to the 
utilities and prevented 
increased savings for 
sumers. It said tariff cuts 
should have been more cou- 
rageous and that insufficient 
steps had been taken to fos- 
ter competition. 

These criticisms were dis- 
missed by the government. 
The changes marie to the 
original electricity protocol 
may not have wholly pleased 
competition purists but. 
according to the govern- 
ment. they represented a 
workable deregulation time- 
table and a dear improve- 
ment on the previous 
rulings. 



A farm would never become a reality 

for this family without the irrigation system • 
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the irrigation system would never become a reality 
without electricity; 

electricity might never become a reality 
if not for the engineers of ABB. 




Visit the ABB World Wide Web ate at http://www.ahb.corn 
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SUPPLIERS by Guy Doyte 


WWm 0ver regulated, over optimistic, over here 
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US power companies will lead the charge 
of Independents into liberalised European 
markets 




r* r : 


J - 

ivra 1 ... . 




■ 


»V»- S.» ; -. 

- - 

V. ' • .• 

Sfwr»i.vt ^ 




J’Vll 

' J IJa, . 


wv- 


UShm 


c- 

K*?) : 

TZ?T?i 
iVl/V- •- ■•;= 
«sv- fc'n« . 

:p: < 

=>*t ‘JV.V •*. - 




1 :h " ,w-. 

.. . . ■ 




" I'Urigi 

' :W 


.... 

• * • TR**, 1-v* 

^ wife 1 

!f ” *3® 


One " certainty in the 
emerging .European whole- 
sale power market is that US 
power companlRfi wfil set the 
pace m exploiting the oppor- 
ttmfties in tins £200bn a year 
business. The? will be fol- 
lowed by companies from 
other sectors and other 
countries and ah will fare 
competition from stronger 
and more assertive Euro- 
pean utility and generation 
companies looking for busi- 
ness beyond their regional 
and national boundaries. 

Most of the European elec- 
tricity supply industry is 
under the control of nation- 
ally owned companies, many 
still partly or largely state- 
owned. The exception is the 
UK where US companies 
have acquired seven of the 
12 England and Wales 
regional electricity compa- 
nies. US companies also now 
control about I2.000MW (one 
fifth) of -gen e r a t i on capacity 
on the UK grid thawWa to 
aoqtdsltiara of existing plant 
and the building of new 
plant. 

The opportunities for the 
US companies elsewhere 
have been more limited. 


al t hough there have been a 
few notable acquisiti ons . 
Enron has bought Bitterfeld 
power station in Germany, 
has a )oant venture pending 
in Italy and is involved in 
greenfield projects in Poland 
and Turkey. Southern Com- 
pany acquired 26 per ceil of 
Berlin utility. Bewag. 

Last year, El Paso Energy 
and NRG signed a joint ven- 
ture deal with SEE. a Czech 
utility, to build the country's 
first independent coal sta- 
tion, ECE Kladno. In 
Estonia. Cinergy is preferred 
bidder to take a 49 per rent 
stake in Narva, a distribu- 
tion and supply company. 

Other non-Europeans have 
taken little interest. Cana- 
dian Utilities’ minority stake 
in the UK’s Barking Power 
remains Canada’s only sig- 
nificant foray to dale. 

And Japanese companies 
have been notable by their 
absence. Back in 1993, 
Tomen Cor po r ati on put a toe 
in the water, through its 22 
per cent stake in Humber 
Power in the UK. Tomen did 
not act on its own initiative: 
the company was led into 
the prefect by Finland’s Ivo, 



Power mane Teesfde power station b one of 250 Enron cleats 


with which it has a trading 
relationship. No other Japa- 
nese trading house has made 
such an investment, 
although Mitsubishi and 
Marubeni were, until the 
recent Asian wobbles, 
looking for opportunities. 

Not surprisingly the initial 
moves have been made by 
power companies. Enron 
started out as a gas pipelines 
and trading company but it 
bad moved downstream into 


generation in the US before 
looking overseas. Most of the 
other new entrants bum the 
US are unregulated subsid- 
iaries of large vertically inte- 
grated utilities. 

InterGen is a notable 
exception: initially a joint 
venture between Bechtel and 
Pacific Gas & Electric, PG&E 
sold its stake to Shell last 
year. 

Shell’s purchase of the 
InterGen stake has been the 


most significant entry of the 
oil companies into merchant 
generation business. 

Elf has also shown more 
initiative than most by sign- 
ing a long-term gas tolling 
arrangement at Humber 
Power’s South Humberbank 
n. Elf win pay a fee to the 
power station owner to con- 
vert its gas into electricity, 
which it wfl] then be free to 
sell into the competitive 
wholesale power market. Elf 
has already set up an elec- 
tricity trading desk in prepa- 
ration for the commissioning 
of South Humberbank n. 

Other oil and compa- 
nies have looked at similar 
deals but, so far, without 
success. Some, such as BP, 
British Gas and Amoco, have 
now taken equity in indepen- 
dent greenfield generation 
projects, mainly in the UK. 
However. Exxon, the biggest 
oil company has, so far. not 
shown any interest in mov- 
ing into merchant genera- 
tion. 

Enron remains the trail 
blazer, having concluded 
more than 250 power deals in 
Europe. The company has 
around 600 staff in the conti- 
nent and is now operating in 
most European countries. It 
was recently awarded a 
licence to trade power in 
Germany and Spain, the first 


non-national to be granted 
permission in these coun- 
tries. Enron was also the 
first non-national into the 
UK and was an early entrant 
into the Nordic Pool, where 
it has recently been estab- 
lished as the market maker. 

Mark Fre vert. Enron's 
chief executive officer, says 
that the company's "tactic is 
to develop a trading capabil- 
ity in a market, which gives 
us a better insight into the 
market and is a precondition 
for investment in physical 
assets”. 

This is a rather different 
tactic to many of the utili- 
ties. which have been after 
the physical assets first and 
then have sought to develop 
or inherit a market insight. 

This interest in acquisi- 
tions has been driven by a 
belief that new owners can 
add value by stripping out 
inefficiencies and also by the 
expectation that lighter reg- 
ulation will allow a higher 
return to shareholders than 
investing in the tightly regu- 
lated US market. 

Another rationale fur the 
US companies’ interest in 
Europe is the chance to gain 
experience from operating in 
liberalised markets, expert- 


ciallv the case in the emerg- 
ing competitive wholesale 
and retail markets. 

A few companies which 
bought into the UK appeared 
to have believed that there 
would be large profits to be 
made in the competitive sup- 
ply markets if they could 
capture market share. The 
consensus view now is that 
regulatory price caps and 
the likelihood of tough com- 
petition will drive margins 
in competitive supply mar- 
kets lo very low levels. This 
has also been the case in the 
Nordic market. 


One way m which electric- 
ity .supply companies will 
respond to the tight raarvw* 

is to contract out many of 
the business I unctions, fn.nu 
IT to lull me :l"' meter ivj.j- 
ing. 

Aspiring new entrants to 
the emerging supplv mar- 
kets will also use contractors 
to reduce up-front entry 
costs This growth in con- 
tract iug will see .1 uhulo 
new set of companies, most 
nuiably IT and facilities 
manngemem companies, 
beginning to eye the Kun- 
pcan power rtv.lor. 
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ence which will give them a < 


competitive edge in their 
home markets. This is espe- 


remain the power 
in the land 



France’s energy monolith Is gearing up to 
see off international invaders 
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hen electric current begins flowing into the coastal region 
of northern Peru, some of the local people may think it’s nothing short of a miracle. 

Perhaps they won’t be far wrong. 

The Peruvian Energy Commission had been trying to bring power 
to this remote region for a long time. And they knew all too well the myriad problems 

. inherent in a project of this magnitude. 

Fortunately, the local firm heading the project, ‘Aguaytia Energia del Peru SRL’, 

found a company that could help provide an ingenious solution 

to this energy challenge.ABB. 

It’s a solution that will utilize natural gas located east of the Andes. 

The gas will be pumped from the fields, processed,then piped to a 155 megawatt power plant. 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast, thereby supplying the area with the 
much needed energy from Peruvian resources. 

It’s the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create. 

And, if for one particular group of Peruvian formers, 

ABB’s ingenious engineering qualifies as a miracle, that’s OK with us. 
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INGENUITY AT WORK 


Francois Roussely. three 
months into the job as 
chairman ol Electhcite tie 
France, smiles wryly as he 
explains his battle strategy 
lor the powerful state owned 
electricity supplier as the 
European Union wide launch 
of competition m power 
markets looms. 

From February 19. most ol 
the 15 EU member countries 
will be required to open at 
least 25 per cent of their 
home market to competition, 
starting with the largest 
customers. 

For the first time in more 
than 50 years, some 400 
large French industrial and 
commercial power users will 
have the right to choose a 
supplier other than EdF. 

The group's chairman, 
speaking at its Paris head 
office, is under no illusion 
that his company will need 
to sharpen its act to meet 
the new market conditions. 

His first job. he says, has 
been to end the internal 
wrangling which has 
debilitated the group “while 
our international rivals were 
organising their market and 
sharpening their products". 

Mr Roussely took over as 
head of the state monoploy 
in July, after Lionel Jospin, 
the French prime minister, 
forced the resignation of 
Edmond Alphandery, EdF 
chairman, and Pierre Daure, 
chief executive, halting a 
squabble over the running of 
the company which was 
threatening rts development. 

The new chairman - a 
career civil servant 
previously at the interior and 
defence ministries - says 
EdF will need to diversity to 
keep pace with international 
rivals offering an increasingly 
wide range of energy and 
utility products. 

Dual fuel electricity and 
gas bills will become 
common place in markets 
such as the UK. Utilities, 
such as RWE in Germany, 
offer energy and 
telecommunications 
products. Mr Roussely says 
EdF will need to develop a 
closer relationship with its 
sister state-owned company 
Gaz de France. 

Mr Roussely also wants to 
increase international 
investment, particularly in 
Europe. The French group 
will be a powerful competitor 
in the new internal market 

Its historically low cost of 
capital, as a state-owned 
company, has allowed it to 
build a substantial portfolio 
of nuclear power plants with 
low operating costs. 

The £U directive will also 
allow it to continue to own 
and operate the French 
electricity transmission 
network, maintaining the 
group's competitive edge as 
a fully integrated generation, 
distribution and supply 
business. 

EdF rebuts the concerns 
of potential competitors that 
its ownership of the wires 
will inhibit their ability to 
supply customers, ft says 
that under the EU directive it 
will be required to establish 
a separate management to 
run the network which will 
not be able to disenminate 
against new customers. 

The scale of the group's 
operations, generating 
annual turnover of more than 
S3Qbn. gives it substantial 
financial strength. It supplies 
some 30m customers in 
France with nuclear power 
accounting for about SO per 
cent of its 100.000MW 
domestic capacity. 

EdF is Europe's biggest 
power supplier exporting 
about 17 per cent of 


domestic production to the 
UK. Italy. Spam, German} , 
Belgium and Switzerland, it 
also has strategic stakes m 
power operations in Austria. 
Italy. Switzerland. Spam, 
Sweden. Portugal and 
Poland. 

Group efforts to reduce 
costs and over-manning, 
however, may be hampered 
by French legal requirements 
which give its workers 
similar status to civil 
servants, thereby providing 
job-security and other 
advantages. 

Mr Roussely argues that 
EdF's efficiency is close to 
that of its private sector 
rivals. Nonetheless it may be 
difficult to change working 
practices. Public sector 
ownership, longer-term, 
could also inhibit more 
ambitious investment plans 
through lack of capital or 
risk aversion by government. 

EdF directors, privately, do 
not deny that the company 
may eventually have to go 
private although Christian 
Perret, French industry 
secretary, has stressed that 
this is not on the agenda at 
present. 

A senior management 
reshuffle announced last 
month by Mr Roussely was 
accompanied by the launch 
of a mission statement “Vers 
le client.” This detailed plans 
to diversify the group's 
product range as well as 
proposing a substantial 
increase in international 
investment. 

Mr Roussely wants the 
company to double its 
FFriSbn investment in 
foreign assets by the end of 
the century. Europe, which 
already accounts for 60 per 
cent of international 
investment, will remain a 
priority, he says. 

The group was recently 
short-listed, with RWE of 
Germany. Singapore Power 
and British Energy, as a 
potential purchaser for 
London Electncity. 

Jacques Chauvin. EdF's 
finance director says the 
group, in a further change of 
strategy, will seek controlling 
interests rather than minority 
stakes. He accepts that 
other countries may seek to 
block French investment if 
they are not allowed similar 
free access to French power 
markets. 

Mr Chauvin says the 
group’s accounts are 
prepared on a commercial 
basis and that it is 15 years 
since it received a state 
subsidy. EdF pays 
corporation tax and raises 
finances on commercial 
terms from international 
banks and capiat markets in 
the same way as private 
companies, says the finance 
director. 

He says the company's 
legacy of cheap nuclear 
power will assist the group 
in the immediate future but 
the group could not go into 
the 21st century relying on 
its nuclear energy operations 
alone. 

Diversification into other 
product areas could be a 
thorny issue for the 
government. EdF says that 
under the EU directive it 
“should have the means to 
fight on an equal basis" with 
competitors. 

A more immediate 
problem will be to resolve 
serious technical problems 
which have closed some of 
the group's nuclear reactors 
and prompted it to lower its 
1998 profit estimates by 37 
par cent, after state levy, 
from FFr4.1 bn to FFr2.6bn. 
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Well of optimism far from exhausted 


Dangers of economic turmoil are 
outweighed, says Robert Corzine, 
by the potential of huge reserves, 
ready markets and modernisation 


As the ripples from global 
economic turmoil reach the 
shores of Latin America, the 
big question being asked by 
oil and gas companies in the 
region is how much damage 
an economic slowdown will 
inflict on wbat. until now. 
bas been an enviably fast 
growth rate for the industry? 

On the surface, the omens 
do not appear especially 
good. This year’s collapse in 
crude prices, brought about 
in part by the Asian finan- 
cial crisis, has torn holes in 
the budgets or the mainly 
state-owned dominant pro- 
ducers in the region. Petro- 
leos de Venezuela (Pdvsa), 
which has the ambitious aim 
of trebling the country's oil 
output by 2008. has seen its 
budget for 1998 pared back 
from $7.4bn to about S5.4bn. 

Pemex of Mexico, the 
other big Latin American oil 
producer, is in similar 
straits, with its budget of 
§8.4bn cut to S7bn. The story 
is much the same at other 
big regional companies, 
including Petrobras of Brazil 
and E co petrol in Colombia. 

Low oil prices and the 
uncertain economic outlook 
are also undermining the 
credit worthiness of Latin 


American producers. limit- 
ing their ability to raise 
finance on international cap- 
ital markets. 

Such budget constraints 
are compounded by growing 
uncertainty about the plans 
of foreign oil and gas compa- 
nies in the region. The suc- 
cess in recent years of Vene- 
zuela’s policy of apertura, 
the opening of much of its 
domestic upstream industry 
to foreign investment, was 
dramatic when average oil 
prices were in the high 
teens. Now that prices are 
wallowing in the low teens, 
industry observers are won- 
dering whether foreign com- 
panies will simply slip away. 

There are also fears that 
hard times could produce a 
nationalist backlash against 
foreign investors, particu- 
larly in Venezuela should 
the populist presidential can- 
didate Hugo Chavez win the 
forthcoming election. 

The uncertain economic 
outlook and low oil prices 
could also undermine ambi- 
tious plans to link the conti- 
nent’s remote natural gas 
reserves with the region’s 
industrial centres. 

But, barring a global eco- 
nomic meltdown, many 










believe the continued expan- 
sion of the region's energy 
infrastructure is assured, 
albeit at a somewhat slower 
pace than in previous years. 
They argue that the expan- 
sion is fuelled by longer- 
term factors - the wholesale 
modernisation of stagnant 
economies; the widespread 
recognition that inefficient 
monopolies need to be 
reformed; the growing eco- 
nomic integration of the 


region, especially in the 
southern cone; and US 
demand tor Latin American 
oil. 

In some cases privatisa- 
tion has been the driving 
force, such as In Argentina, 
where the denationalisation 
of-YPF in 1993 led to a dra- 
matic transformation of that 
company’s fortunes. 

But privatisation is not 
the only road to modernisa- 
tion and greater openess in 


the energy sector. In Brazil, 
commentators argue that it 
was not so much Petrobras’ 
public ownership that cost 
the country, but its monop- 
oly status. 

In recent weeks Petro- 
bras’s 45-year monopoly over 
oil production in the country 
came to an end with the 
signing of a joint venture 
deal with a YPF-consortium 
to explore a block in the 
Espirito Santo offshore 


ARGENTINA by Ken Warn 


Future promises a 
barrel of laughs 







With huge reserves and long overdue modernisation finally under 
way, the country can look forward with a smile 


Argentines tell the following 
story against themselves. 
God endowed Argentina 
with fertile lands, plentiful 
natural resources and every 
variety of climate. So to even 
things up with other nations 
he also gave Argentina the 
Argentines. 

Yet those same Argen- 
tines. long renowned for 
their inefficient energy sec- 
tor and inability to maximise 
returns from their abundant 
resources, have in the past 
few years become a key force 
in the fast-growing regional 
energy market 

Plentiful oil and gas 
reserves, combined with the 
successful privatisation of 
the energy sector in the 
early 1990s, have given the 
country a head start over 
the rest of the region in 
becoming an efficient energy 
producer. 

The critical step was the 
1993 privatisation of state oil 
concern YPF. The company 
promptly slashed its work- 
force and relinquished its 
total grip on local oil and gas 
production and refining. 

But it still accounts for 
around 50 per cent of the 
hydrocarbons industry, both 
upstream and down, accord- 
ing to Roberto Monti, YPF 
chairman and chief execu- 
tive. The company remains a 
powerful force in many of 
the country's significant 
energy projects. 

After modernising the 
local industry. Argentina is 


begining to exploit its natu- 
ral gas reserves and its geo- 
graphical position to provide 
neighbouring Chile and Bra- 
zil with relatively cheap and 
clean power. The hilling cast 
of using gas to generate elec- 
tricity has also helped 
unleash the potential of its 
resources. 

Argentina currently pro- 
duces about 90m cubic 
metres of natural gas a day, 
most of which is consumed 
domestically, with a small 
proportion exported to Chile. 
But within five to seven 
years Argentina could be 
exporting 60m cubic metres 
a day, mainly to Brazil, 
according to HernAn 
Ladeuix. energy analyst at 
Credit Lyonnais. 

Exports to Chile began last 
year, through the $350m Gas- 
Andes project led by Cana- 
da's Nova Gas International. 
But Argentina's producers 
are increasingly eyeing Bra- 
ziL The country's relatively 
prosperous south is short of 
energy - power cuts are 
common - and is in the 
early stages of developing 
both residential gas supply 
networks and more electric- 
ity generation through gas. 

Natural gas accounts for 
45 per cent of Argentina's 
energy consumption and the 
market is likely to grow 
steadily but unspectaculariy 
in future. But natural gas 
accounts for only 2.5 per 
cent of energy consumption 
in Brazil. 


‘"The state of Sao Paulo 
alone the samp popula- 
tion as Argentina, so this is 
a market with huge poten- 
tial,” says Bill Adamson, 
director general of Metro- 
Gas, Argentina’s biggest gas 
distribution company, which 
is controlled by BG (for- 
merly British Gas). 

A BG-led consortium, 
which includes US-Argentine 
joint venture Pan American 
Energy and Uruguayan state 
energy concern Ancapm, is 
about to begin constructing 
a 20m cubfc-metre-a-day 
capacity pipeline to take gas 
from Buenos Aires across 
the River Plate to Montevi- 
deo, the Uruguayan capitaL 

“The Montevideo market 
is clearly relatively small, 
possibly growing to around 
10m cubic metres a day in 
the next 10 years,” says Mr 
Adamson. “The big prize 
after crossing the river has 
got to be Bra zil -" Studies 
have already begun on 
extending the pipeline 920 
kilometres north east to 
Porto Alegre in southern 
BrariL 

This is not the only project 
aimed at taking Argentine 
gas to the Brazilian market. 
Canada's Alberta Energy. 
Mobil of the US and Japan's 
Marubeni are working on 
plans for a $L8bn Argentina- 
Brazil link known as the 
Mercosur pipeline. Total, 
Nova and Argentina's 
energy concern YPF have 
yet another project. 



Pqw dreams gas wffl go to Chile, Bolvia and Brezi santi enm 


Argentina is also due to 
stop importing gas from 
Bolivia, reversing the flow in 
the existing pipeline and 
sending its own gas on to 
Brazil via the Bolivia-BrazlI 
pipeline, due to be opera- 
tional early next year. 

“Everyone is now looking 
at setting up energy trading 
organisations to look at 
future trading opportunities 
between the two hubs of 
Buenos Aires and Sflo 
Paulo.” says Mr Adamson. 

The GasAndes pipeline 
was the first link to take nat- 
ural gas to Santiago, the 
smog-choked Chilean capi- 
tal. Now rival consortia are 
racing to take energy from 
northern Argentina across 
the Andes to serve Chile's 
energy-hungry mining belt 

Trac label of Belgium and 
Southern Energy of the US 
have resumed work on the 
$400m NorAndino pipeline 
after successfully overcom- 
ing a legal challenge from 
environmentalists earlier 
this year. While CMS Energy 
of the US and Chile’s Endesa 
have embarked on a rival 
cross-Andes pipeline project. 
Periodic talks aimed at 
merging the two projects 
have, so far. failed. 

The mounting activity in 
the gas sector cannot be 
matched by oil. Low prices 
have forced YPF to cut 


investment plans for this 
year and next and drilling 
activity has fallen. 

Some oil projects are being 
delayed, especially in the 
Gotfb San Jorge production 
area, according to Mr 
Ladeuix. 

“Oil production had 
reached a plateau and, in 
fact, we are seeing the first 
decline in years." he says. 

Argentina has 20 sedimen- 
tary basins - three offshore 
and 17 onshore (six of which 
extend offshore). Yet only 
five basins, scattered from 
the far north of the country 
to its southern tip, are cur- 
rently in production. 

Total proven reserves were 
last year estimated at 
4l8.7ba cubic metres of oil 
and 684bn cubic metres of 
natural gas. The main area 
in production is the 
Neuquen basin in the west, 
with almost 180bn cubic 
metres of proven oil reserves 
and 338bn cubic metres of 


gas. 

When oil prices recover, 
Argentina will be well-placed 
to crank up activity. And 
much of its vast territory, 
especially the offshore shelf, 
which extends some 200-300 
miles, remains relatively 
under-explored. YPF and 
Brazil’s Petrobras have 
agree to look more closely at 
offshore potential. 


SUPPLY by Robert Corzine 


From Caracas 
the future will 


Natural gas can be the fuel for the engine 
of economic development 


to Tierra del Fuego, 
be gas-fired 


The development of a 
natural gas grid across much 
of South America is seen as 
one of the most important 
pieces of infrastructure if the 
region is to ensure steady 
economic growth in the com- 
ing decades. 

The outlines of such a grid 
are being put in place, with 
the main element - the 
Bollvia-Brazil gas pipeline - 
due to be completed by mid- 
December. 

Although the spreading 
global economic crisis is 
casting a shadow over capi- 
tal-intensive projects, many 
industry figures believe the 
underlying factors still 
favour continuing develop- 
ment of a regional gas grid, 
although it is not clear 
which pieces will be the next 
to be developed. 

A shortage of generating 
capacity in the industrial 
heartland of southern Brazil 
is the engine driving the 
growth of the gas network. 
Although the collapse in 
crude oil prices bas caused 
some existing gas users in 
the region to shift to cheap 


fuel oil, industry executives 
say such fuel substitution 
should not undermine the 
long-term demand for gas. 

Brazil recognised the prob- 
lem of possible fuel substitu- 
tion in the early stages of 
building a regional gas grid 
and is subsidising gas prices 
for three to five years to 
ensure that end users have 
the confidence to switch to 
the more environmentally 
acceptable fueL investors in 
natural gas projects have 
also been heartened by the 
fact that, unlike some exist- 
ing plants in Argentina, 
most new gas flred-generat- 
iag plants in Brazil do not 
have the capability of 
switching between the fuels. 

Andrew Barrett, senior 
executive with BG, the US 
pipeline and exploration 
company active in the 
region, says long-term com- 
petition is more between nat- 
ural gas and hydropower, 
than between gas and oiL 
Although hydropower can be 
one of the cheapest ways to 
generate large amounts of 
electricity. large-scale 


schemes are expensive as 
well as environmentally sen- 
sitive. They are also usually 
located far away from the 
main electricity markets. 

Gas fields, too. are often 
remote but the capital costs 
of building combined cycle 
gas-fired power plants at 
main markets along the 
route of a pipeline are far- 
less than the costs of a big 
hydropower scheme, in addi- 
tion. gas-fired plants are 
more flexible; they can be 

built quickly and can be 
sized to match local demand. 

Although gas export pipe- 
lines link Argentina with 
Chile, it is Brazil, and espe- 
cially the Sao Paolo area, 
which is the key to the 
long-term development of 
the region's most remote gas 
reserves. 

Officials from Total, the 
French oil group, speak or 
the “vacuum cleaner effect" 
of the Brazilian gas market. 
Total has discovered large 
reserves off the tip of 
southern Argentina, but 
Daniel Valot, Total’s head of 
exploration and production, 
says It is “unlikely that you 
can take gas from the 
southern tip to southern 


Brazil with an acceptable 
netback”. 

But he also believes that 
the magnet of southern Bra- 
zil’s industrial economy will 
draw in Argentine gas now 
being used to satisfy domes- 
tic demand in Buenos Aires 
and elsewhere. “It would 
then make sense for our 
remote reserves to replace 
the gas moving into 
southern Brazil.” 

Even so. Mr Valot does not 
expect an increase in 
regional gas trading to give 
a big boost to prices. Argen- 
tine gas prices are among 
the lowest in the world and 
any rise is likely to be “very 
slow and modest”. The 
important point, he says, is 
to be able to get large vol- 
umes to growing gas mar- 
kets. 

like Mr Barrett. Mr Valion 
believes there is little alter- 
native to the long-term 
expansion of a regional gas 
grid; “The growth of hydro- 
power is nearing its end. The 
Brazilians really have no 
other choice.” 

The pace at which new 
pipelines emerge depends in 
large part on how quickly 
demand develops for gas car- 


ried by the big Bolivia-Brazil 
pipeline, which has a capac- 
ity of 30bn cubic metres a 
year. There are those who 
believe the Brazilian demand 
will be so strong that little 
gas may be available at the 
end of the line at the coastal 
city of Porto Alegre. Several 
schemes have emerged over 
the past year to pump 
Argentine gas to Porto 
Alegre, in a development 
which would enhance the 
security of supply to the 
whole pipeline system. Some 
industry executives believe 
Brazilian demand may be 
such that two separate lines 
from Argentina could be 
required. 

North-east Brazil offers 
another potential gas market 
for regional producers, 
although it is increasingly 
seen as a possible customer 
for liquefied natural gas. 
Trinidad, which is complet- 
ing its first LNG plant. Is 
especially keen to supply the i 
north-east Brazilian market, 
although it faces stiff compe- 
tition from Nigeria, which j 
will become the other Atlan- 
tic basin LNG producer 
when its new plant at Bonny 1 
is finifthflri. 


basin. A string of other deals 
is expected to be announced 
in the coming month as the 
opening of Brazil's upstream 
sector gathers momentum. 

Some analysts argue that 
tough times will accelerate 
the pace of energy sector lib- 
eralisation. as cash-strapped 
governments and state oil 
groups are forced to inten- 
sify- their search for foreign 
partners and deepen existing 
alliances and partnerships. 


For those potential foreign 
partners Latin America pos- 
sesses two strong drawing 
cards. The first is the pros- 
pect of making substantial 
new discoveries or develop- 
ing older ones at relatively 
low oil prices. The second is 
the proximity of markets. 

both within the region and 

in North America. 

A study from the London- 
based Energy Market Con- 
sultants estimates that Latin 
American oil production is 
likely to rise over the next 
two decades, from about 
&5m barrels a day In 1937 to 
about 10.5m bpd by 2015. 
Another, by Mackay Consul- 
tants of Inverness, Scotland, 
suggests that exploration 
and development spending 
in the offshore sector in 
South America will rise from 
SSAbn in 1996 to $7.5bn in 
2000. That represents a rate 
of growth three times that 
predicted for the world off- 
shore industry as a whole. 

So far. even the most eco- 
nomically challenging pro- 
jects in the region, such as 
the heavy oil projects in 
Venezuela's Orinoco Belt, 
appear to be mainly on track 
in spite of the collapse in oil 
prices. Total of France, 
which is developing the 
$3.6bn Sincor synthetic oil 
project due to start in 2001. 
says it wilt be economically 
robust even if crude prices 
are just $10 a barrel. 

But the road to energy sec- 
tor development in the 


region is not always easy. 
Earlier this year the much- 
publicised Camisea gas proj- 
ect, which promised to trans- 
form Peru's economy, col- 
lapsed after Royal Dutch/ 
Shell and its partner. Mobil, 
pulled out of the $3bn deal 
having failed to reach agree- 
ment with the government 
in over how much con- 
trol the foreign companies 
would have over the develop- 
ment of the downstream gas 
market in the country. 

Camisea highlighted haw 
difficult it can be to create a 
gas . infrastructure from 
scratch, especially when 
host governments are wary 
of what they see as monopo- 
listic tendencies of foreign 
partners. The frustrating 
experience cost Sbeli and 
Mobil $5Kkn. half of which 
had been invested since 1996. 

In Colombia. British Petro- 
leum has found itself under 
persistent threat of attack on 
the ground by leftist guerril- 
las, while it is repeatedly 
attacked in some sections of 
the international medio for 
alleged links with Colom- 
bian army “death squads". 

For companies such as BP 
which are especially sensi- 
tive about corporate reputa- 
tions. such incidents can 
take up an inordinate 
amo unt of management. But 
in tile long-run the funda- 
mental attractions of Latin 
America’s oil and gas indus- 
try arc likely to outweigh 
even such thorny problems. 



CASE STUDY 

CAMISEA & AGUAYTIA 


It’s a jungle out there 


Pern’s largest gas find is untapped because the government 
refused the integrated approach successful on a smaller site 


The mid-July decision by a 
StaU-MobU consortium not 
to proceed with the 
second- stage, $3bn 
development of Camisea, 
Latin America's largest 
natural gas and condensates 
field, was a stunning blow to 
the Peruvian government 
For years, so many hopes 
had been Fanned on 
Camisea: cheap and 
abundant energy for the next 
century, an associated 
petro-chemicafs industry on 
the coast, thousands of 
jobs, a sharp cutback in the 
current account deficit 

Pear's government is stfll 
wondering what went wrong. 
The country's other 
hydrocarbons development 
- a tenth of the size of 
Camisea but now in full 
production - gives a due. 

In the central jungle fringe, 
600km as the crow flies 
north of Camisea, an all-US 
consortium has invested 
S250m In developing a 
fully-integrated, greenfield 
natural gas and liquids 
project Aguaytla Energy’s 
gas tadfibes and power 
plant are now in foB swing 
and the partners are ' 
tentatively taBang about 
expansion. 

“It's been a very complex 
project involving basically all 
the same challenges as 
Camisea but in a scaled 
down version, " says Flex 
Cannon, chief executive 
officer of Aguaytla Energy 
and consortium member and 
project operator Maple Gas. 

Mr Cannon has been 
involved with the Aguaytla 
project since late 1992, 
when few international 
companies were ready to 
took at a Peru only recently 
emerging from years of 
hyperinflation and terrorism. 
The licence contract for 
Aguaytla was the first signed 
under the new hydrocarbons 
law passed in late 1993: it 
involved drifting new wells, 
constructing a series of 
pipelines, fractionation 
faculties and an energy 
plant, and building a 400km 
transmission fine in the 
remote Andes. 

“Having a fully-integrated 
project was crucial," says Mr 
Cannon. "Peru had no 
internal market for gas. so 
electricity generation was an 
obvious use for it. We 
suggested building a power 
plant alongside the gas 
fields.” Bran so, developing 
Aguaytia was taxing. The 
complex financing deal took 
two years to put together 
and, unusually, was 
achieved without any power 
purchase agreements. 
Securing more than 100 
operating permits from 
central and local 
governments across the 
country also took time and 
pattenceL 

The drilling pr o gr amm e for 
five new weds has resulted 
in reserves levels some 40 
per cent higher than when 
Aguaytia took over the 
jungle hydrocarbons fields 
originally discovered in 1961 
by Mobil. “There could be 


consider a bly more than that 
in the ground," says Mr 
Cannon. 

For the moment Aguaytia 
is producing 2,400bpd of 
natural gasolines and , 
1.300bpd of LPGs. It sells 
the former for refining 
nearby. The bulk of the 


the peoples. A dual pipeline 
would have taken the 
hydrocarbons over the 
4,000m Andes to the coast 
It is a measure of 
Shell-Mobil's senstole and 
sensitive approach - and 
the ability to team from 
earlier mistakes - that native 


LPGs are trucked to Lima, . 
keeping 28 lorries constantly 
on the move between the 
jungle fields and coastal 
markets. 

Benefits are already bang - 
feft. Mr Cannon estimates 
that Aguaytia’s LPGs have 
cut Pern’s Impart 
requirements by 35 per cent; 
domestic prices have 
dropped since Aguaytia sells 
below the import parity 
price. 

Most of Aguaytia’s 
revenue comes from selling 
the electricity it generates 
into the national grid: in 
future it will sign contracts 
wfth individual targe 
consumers, such as the 
huge Canadian-owned 
Antam'ma mine now being 
developed. 

Camisea was, of course, a 
far larger, more visible and - 
arguably - poirticafiy 
sensitive project Shell had 
originally signed an 
exploration contract in the 
early 1980s. When it struck 
gas rather than oil, Camisea 
looked a loser. A faffing -out 
with the then 
foreign-investment hostile 
government of Alan Garda 
provoked a strategic 
withdrawal by the 
Anglo-Dutch conglomerate. 

Shell and new partner 
Mobil have been back since 
1994 looking at ways of 
bringing natural gas to a 
non-existent local market 
from Camisea’s virgin jungle 
site 500km east of Lima. The 
deposits lie next to the rich 
Manu national park, home to 
indigenous peoples. The 
challenge was to bring out 
some 1 1 trillion cubic feet of 
gas and 600m barrels of 
LPGs - using a North 
Sea-style •offshore’’ 
approach with no roads, 
only helicopters - without 
harm to the environment or 


communities in the area 
expressed profound reg re t 
at their July withdrawal 
decision. The 
Washington-based 
Smithsonian Institute had - 
also given the consortium 
high marks for its 
environmental attitude. 

In the end. it seems to 
have been the Peruvian . 
government’s stubborn 
refusal to allow Shell and 
Mobil an Aguaytm-styte 
“integrated” project, 
covering extraction, 
transportation and initial 
distribution of gas in Lima, 
that frustrated a project ' 
which was already marginal 
economically. 

If Peru is the principal 
loser. Shell and Mobil have 
also lost some $500m, half 
of that invested since 1996, 
the remainder in toe 1880s 
exploration programme. The 
government now plans to 
tender the giant project in 
three separate parts, 
probably next year. But 
industry experts are 
sceptical: financing and 
essential back-to-back 
commercial guarantees 
make it a vastly more 
complex option than 
development by a single 
company. 

With international oft prices 
depressed and the woricTs 
largest oompanies reining in 
on investments, Camisea’s 
riches could well lie another 
decade or more undo" the 
swathes of virgin jungle. 

Mr Cannon still believes 
Peru has a bright future as 
an exporter of hydrocarbons. 
"It’s a country of huge oQ 
and gas reserves - and not 
Just Camisea," he says, 

“What is important is that 
government poficy promote . 
the gas business.” 


Sally Bowen 
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Unlimited miles per gallon 


In emerging economies, transportable 
ij petrol stations could bring a welcome 
injection of safety to fuel supply 


Millions of Russians might 
not see it this way, but the 
breakdown in the country's 
infrastructure can. be an 
inspiration. 

When directors of Minale 
■ Tatters field Designers, trav- 
elling in some of Russia’s 
more remote areas, saw pet- 
rol being dispensed by hand 
from makeshift containers, it 
gave them an idea. The 
result is the Min tat G2 trans- 
portable petrol station. 

“Petrol was being sold 
from jerry cans which pres- 
ents a huge safety risk.** 
^ays Simon Simpson, design 
director of MinaJe Tatters- 
fiel'd. "There was an obvious 
opportunity for a transport- 
able system to store and dis- 
pense fuel in a safe manner.” 

Having designed tradi- 
tional petrol stations, devel- 
oping a transportable unit 
was “a logical step" for the 
company, says Mr Simpson. 

“The technology already 
exists In various forms, it 


was a question of integrating 
St and using it in a new 
way” 

The Mintat G2 is a modu- 
lar, container-based system 
with the core unit compris- 
ing a 20,000 litre tank with 
two inset pumps and a can- 
opy. Additional modules 
include a shop unit, ramp 
and decking unit and ser- 
vices units, such as genera- 
tor and separator, allowing 
the Mintat to operate inde- 
pendently of fixed services If 
required. 

The biggest technical chal- 
lenge was overcoming the 
traditional resistance to 
above-ground storage of 
petroleum. This Is based on 
well founded fears about 
flammability, so it is no sur- 
prise that the Mintat. comes 
equipped with a barrage of 
fire-fighting equipment. 

A system safeguarding 
against the Inherent dangers 
of surface storage is timely, 
given a sea-change in opin- 
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When the Petrobras 
orchestra tuned up this 
month at the company's 
45th birthday party, it was 
an occasion for muted 
celebration. 

There was plenty to be 
proud oh production has 
risen from 2,700 barrels a 
day in 1953 to 1.1m bpd 
today and will reach 1.5m by 
the end of next year. 

Technological 
achievements include the 
. 'vortd record for deep water 
Extraction and a contract to 
* supply petrol to the Williams 
Formula 1 racing team. 

Petrobras Is the world’s 
15th biggest oil company 
and boasts activities 
generating $80bn a year, or 
a tenth of Brazil's gross 
domestic product 

But rt faces. an uncertain 
future. Privatisation has been 
ruled out at least for the 
time being, but the 
monopoly Petrobras held 
over the industry was broken 
last year, it must now 
compete in an open market 

“Petrobras used to be an 
agency of the government. ' 
says David Zylberstajn, head 
of the National Petroleum 
'2* Agency (ANP), a body 
' created recently to oversee 
toe industry. 

“Now it becomes a 
concessionaire like any 
other. By the middle of next 
year we will have completed 
toe first contracts for foreign 
companies to operate In 
Brazilian fields. " 

Reform of Brazil’s public 
sector oil and gas industries 
forms part of toe country's 
drive for modernisation this 
decade, accelerated under 
Fernando Henrique Cardoso, 
re-elected this month for a 
second four-year term 
starting in January. 

But while toe steel, 
telecoms and electricity 
industries have all been, or 
soon will be, sold, and while 
gas companies controlled by 
state governments will soon 
join itiem, Petrobras remains 
in the public sector. 

One reason is the 
emotions it inspires. “The oil 
Is ours," goes the 
company's aid slogan and 
■ many Brazilians agree, 
seeing in Petrobras a big 
employer and a source of 
pride, with a strategic role at 
home and abroad. 

Whether most Brazilians 
wish it to remain under 
public control is not clear. 
Support for privatisation in 
general continues to 
advance. 

But Petrobras, through its 
• immense economic power 
and potential for patronage, 
has had enough politicians 
on its side to fend Off 
privatisation and the cuts 
that would inevitably follow. 


In exchange for 
congressional backing for a 
law that opened the Industry 
to private sector 
participation last year, Mr 
Cardoso had to deliver a 
letter promising the 
company would not be sold. 

Mr Zylberstajn argues that 
privatisation is not toe main 
issue. ‘Brazil has lost a lot, 
not so much from 
Petrobras's being in the 
public sector, although the 
public sector is always , less 
efficient but from its being a 
monopoly," he says: • 

“We have produced less 
oil than we could have and 
Imported more than we 
should have and created 
less employment because ; •' 
we haven't had the dynamic 
of a competitive petroleum 
industry. Breaking toe 
Petrobras monopoly is more 
important than privatisation.” 

That toe company’s power 
is not what it was became 
clear in July, when toe ANP 
announced a ruling on 
concessions to exploit areas 
with potential, but 
unconfirmed, oB and gas 
deposits. Petrobras had 
applied for 10.5 per cent of 
the total area, toe ANP gave 
it 7.1 per cent 

In the Baia de Campos 
region off the coast of Rio 
de Janeiro, where 75 per 
cent of Brazil's oil Is 
produced, the company was 
given 51.9 per cent of 
exploration rights, leaving 
48.1 per cent for public 
tender. 

But Petrobras is far from 
being a spent force. It 
retained control over those 
areas with greatest potential, 
including two fields 
expected to yield 200,000 
bpd. And it has persuaded 
the ANP to back down over 
royalties and other payments 
it planned to charge the 
company on its 
concessions. 

It may have to face more 
changes. Analysts say toe 
government is preparing to 
alter the composition of its 
board of directors, 

Increasing government 
representation from two out 
of 10 directors to eight out 
of 10. 

To do so, however, would 
be to risk upsetting 
members of the 
government's coalition in 

Congress. At a time when ^ 

Mr Cardoso is calling on hfc 
supporters to unite behind 
spending cuts and tax 
increases to save Brazil from 
the effects of the world 
financial crisis, that would be 

far from expedient 

The old-style Petrobras 
may be calling the tune for a 
while longer. 

Jonathan Wheatley 
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ion on fuel storage which is 
at its most advanced in 
Scandinavia. 

Sweden is considering leg- 
islation requiring petrol to 
be stored above ground, a 
move reflecting the shift in 
concern away from the 
explosive potential of the 
commodity to its corrosive 
potential. 

The great, and hidden, 
enemy is leakage which, 
because tanks are situated 
below ground, is undetecta- 
ble until it manifests itself 
with devastating effect on 
the environment. 

The integrity of modern 
aboveground tanks is on a 
par with their subterranean 
counterparts and, where 
spills or leakages occur, sec- 
ondary systems such as Min- 
tat's pump-drained ramps 
and inbuilt separators can 
contain the damage. 

Mr Simpson is confident 
the Mintat will exceed all 
the conditions laid out by 
European regulators. “We 
are not doing this on a spec- 
ulative basis," he says. 

“We have been working 
with the regulators to gain 
approval and we win meet 
the standards. It is a matter 
of morality as much as any- 
thing." 

Regulatory approval will 
clear the way to the next 


and, in Mr Simpson's view, 
potentially most difficult, 
hurdle - overcoming indus- 
try and consumer conserva- 
tism. 

"There is no precedent." 
he says. “We have to prow 
the system can work, that 
we can satisfy the authori- 
ties to put clients at ease." 

Mintat’s design reflects its 
genesis. Transportability is 
the key to its potential for 
use In poorly serviced areas 
as a ship and truck can take 
it anywhere. 

“We envisaged its use in 
remote regions where there 
is no traditional retailing but 
where there should be." says 
Mr Simpson, “it is not a per- 
manent solution. Rather it Is 
a means to test markets, or 
even products." 

This has been the basis for 
discussions with several of 
the large oil companies 
interested in extending their 
retail presence to developing 
markets in Africa and Asia. 

In many cases the Mintat 
could, at a stroke, drastically 
improve on the health, 
safety and environmental 
provisions of existing meth- 
ods in such regions and test 
the viability of their mar- 
kets. 

In the course of these dis- 
cussions the potential for 
other applications has 


arisen. In established mar- 
kets and. more specifically, 
locations, the Mintat could 
plug a gap during the refur- 
bishment of existing sites. 

"Redevelopment can take 
up to nine months and the 
retailer can lose not only 
revenue for that period but 
also customer loyalty as a 
competitor can step in." says 
Mr Simpson. 

“A temporary site would 
maintain flow so the retailer 
would not lose out." 

Mr Simpson believes that 
the commercial benefit of 
such an arrangement would 
soon offset the 5250.000 cost 
of the core unit and prove 
the viability of the system. 

In another area, the Min- 
tat could be instrumental in 
proving the viability of alter- 
natives to the petrol engine. 

Geoff McCormick, Min ale's 
business development man- 
ager. says one of the “global 
top three" motor manufac- 
turers has expressed an 
interest in the system to 
deliver liquid petroleum gas. 
LPG cars are hampered less 
by technology than by the 
scarcity of refuelling sites. A 
transportable delivery sys- 
tem, flexible enough to meet 
the safety requirements for 
assembly on, or close to, pet- 
rol stations, could^ provide 
an answer. 


PRICES by Robert Corzine 


Slow puncture in the 
wheel of fortune 

The slump may reflect a fundamental shift in the oil market 
rather than the low point of a familiar cycle 


Are low oil prices here to 
stay? The question Is an the 
lips of government ministers 
of petroleum producing 
countries, of senior execu- 
tives in the boardrooms of 
the world's biggest oil com- 
panies and of analysts and 
speculators in the trading 
rooms of brokerage houses- 

History suggests that the 
slump is probably just the 
low point in a cycle that will 
turn upwards. But given the 
weight of uncertainty bear- 
ing down on the industry as 
a result of the global finan- 
cial crisis, many fear that 
something more fundamen- 
tal may be taking place 
which - aside from occa- 
sional spikes upwards - 
could keep average prices 
low for some years. 

Mark Moody-Stuart. chair- 
man of Royal Dutch/Shell, 
recently came out on the 
side of those who see a struc- 
tural shift occurring with oil 
prices. The chairman of 
another leading European oil 
company has. for some time, 
been saying that prices of 
$18-520 a barrel may be 
nTiCTigfginah1<». Minis ters and 
officials from members of 
the Organisation of Petro- 
leum Exporting Countries 
still talk about sustained 
prices In the high teens but 
privately, . some say they 
would be more than happy 
with the mid- teens. 

Other signs that the oil 
world is preparing'for a pro- 
longed period of low prices 
abound. Crine, the UK indus- 
try organisation formed to 
develop ways to cut the rela- 
tively high costs of North 
Sea producers, is gearing up 
for yet another big posh for 
a further significant cost 
reduction- This time the 
group wants to cut the total 
per banal cost of exploring 
and developing North Sea 
fields (including the even- 
tual decommissioning costs) 
from $12 to $10 by the year 
2000 and $8 by 2002. That 
compares with average all-in 
costs of about $15 a barrel as 
recently as 1992. 

Crine officials claim that 
such dramatic cost savings 
are possible not so much 
through technological 
advances or by squeezing 
the profit margins. oT con- 
tractors and suppliers,, 
although both will probably 
play a part, but by reforming 
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the supply chain and encour- 
aging the use of greater 
shared services across the 
sector. 

At the same time as efforts 
are being made to Insulate 
the traditionally high cost 
non-Opec ofl areas from low 
prices, technology continues 
to alter the structure of new 
oil field economics. In Vene- 
zuela, Total and its partners 
say their $4bn Sincor proj- 
ect, to produce heavy oil 
from the Orinoco Belt and 
upgrade it to sweet, light 
synthetic crude remains on 

track in spite of world crude 
prices at a level that would 
have killed off such projects 
just a few years ago. 

The incessant talk in the 
industry of further corporate 
restructuring and consolida- 
tion is also a response to low 
prices. British Petroleum 
and Amoco claim their 
merger is not directly 
related to low prices. But 
tbere is little doubt that Sir 
John Browne, chief execu- 
tive-designate of the com- 
bined group, is taking more 
than a little solace from the 
fact that he has S2bn of cost 
savings In his sights. 

Investment bankers, such 
as Rod Peacock of JP Mor- 
gan, believe it is inevitable 
that other oil companies will 
merge. Some companies with 
especially robust growth pro- 
files may continue to garner 
shareholder support on tbeir 
own but more pedestrian 
performers could struggle 
for recognition - and invest- 
ment - in the shadows of a 
top tier of consolidated com- 
panies delivering a steady 
stream of cost savings and 
greater efficiencies. 

Bankers say companies 
considering mergers or 


agreed takeovers should fol- 
low some basic rules: 

• There should be no “step- 
outs" into new business 
areas. Investors do not want 
to see management diverted 
into areas where the value is 
not proven. 

• There should be clarity of 
management. “The market is 
distinctly underwhelmed by 
co-chief executives," says Mr 
Peacock. 

• The management of the 
combined group should be 
able to quantify clearly the 
first tranche of cost savings. 
As in the case of BP Amoco, 
such clarity or purpose can 
deliver an immediate share 1 
price and market capitalisa- 
tion boost, thus deterring j 
any alternative paper offer- 

Opec officials say such 
drastic steps could be 
averted if western oil compa- 
nies would only co-operate 
in stabilising the markets. 
But aside from the obvious 
legal implications, there is 
little enthusiasm on the part 
of western companies to 
explore what such coopera- 
tion might mean. 

Robert Mabro, director of 
the Oxford Institute for 
Energy Studies, endorses the 
view that the industry has 
the collective capability to 
do much to help lift prices 
off the floor. 

But it Is far from clear 
whether many in the indus- 
try believe that The combi- 
nation of global economic 
Uncertainty and the absence 
of any reliable data on just 
bow big the present oil stock 
overhang is. and how long it 
might take to be whittled 
down through Opec produc- 
tion cuts, has left much of 
the oil world in a decidedly 
defensive state of min d. 



Ironically, d has also made 
j Opec - which holds about 
; three-quarters of the world's 
j crude reserves but which 
j accounts tor only about 40 
per cent or so oi production 
- more relevant. Chief 
executives of the big 
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J to create a new ail cartel, 
i But. he says, depressed 
1 pnees arc threatening to 
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INTERVIEW 

R1LWANU LUKMAN 

Discreet messenger whose 
voice cannot be ignored 

Opec's secretary general is defending oil in the climate change 
debate and his members in wrangles over production and price 

The secretary generalship of j 
the Organisation of f 

Petroleum Exporting 
Countries has never been 
seer as a particularly “bully 
pulpit" Dr Subroto. the 
Indonesian who occupied 
toe post until 1936, likened it I 
to being a messenger who J ^ 

moved back and forth I 

between the group's [ 

disparate and often mutually | 

suspicious members. \ 

Rifwanu Lukman, toe i 

Nigenan who succeeded [ 

him. still has to perform the j 

role of discreet messenger, 
especially during forma! 

Opec meetings at the I Spotlight: events have lorcod a high profile lor Mr Lukman 

group's headquarters in { 

Vienna. But this year's Ironically, it has also mode j Mr Lukman : .tresses I hat 

collapse in oil prices and the j Opec - which holds about j the aim at Opec's appeals 
continuing international ; three-quarters of the world's I for greater cooperation 

debate over global warming j crude reserves but which I between the segments ol 

has raised the profile of j accounts for only about 40 . the world -j oil industry *■» nc 

Opec's secretary general. per cent or so of production J to create a new ail cartel, 
although his meet frequent - more relevant. Chief ! But. he says, depressed 

messages - that low prices executives of the big I pnees are threatening to 

are not necessanly to the j western oil companies sav it i curtail investor -nt to ensure 
long-term benefit of is up to Opec to rein in I sufficient capacity m the 

consumers and thal oil is output 'urther in order to i future. "They 're hurtmq 

not toe main villain in global stabilise markets and timid a I everybody, inside and 
warming - do not always foundation tor eventual puce j outside ot Ope,:. nicl-au.itg 
find a receptive audience. uses. I the (multinational! mi 

“People are looking for a Mr Lukman expresses the : companies All we re asking 
scapegoat and oil is a very I Iruslration that Opec j to» is some undemanding 

good scapegoat." says Mr producers feel at being on the part of all the people 

Lukman. in a reference to singled out in such a way. involved." 

attempts by some pressure “We'll do our part but you I But as much as Mi 

groups to roll back the can't expect us to cut to Lukman insists that 

world's consumption of zero. That would be asking cooperative arrangements 

crude. He insists that the Opec countries to commit would not merely serve as 

public perception of Opec suicide." he says. camouflage for possible 

as a diehard defender of the Although Opec members price manipulation, many 

unhindered use of oil is have not ruled out further industry observers, as well 

wrong. Opec members may cuts, Mr Lukman says much as the governments of oil 

not accept that science has will depend on the state of consuming countries, reman 

proved conclusively that the world economy at the suspicious of such talk, 

global warming will cause end of November, when After all. the core messagi 

irreversible damage to the Opec's next formal meeting of Mr Lukman and Opec is 

Earth's atmosphere but toe takes place. After all, he the need for higher crude 

group would support notes, it is the real economy prices. Mr Lukman says a 

precautionary measures, as that is the basic driver of price of S16-S2Q a barrel tor 

long as they were aimed at crude prices. “If prices the North Sea benchmark 

toe main sources of remain low and cuts are the Brent Blend would “not be £ 

greenhouse gases. only way out, then okay. But bad range". 

"(Pro-rata) taxation is one why cut if we don’t need But what of Opec's 

solution ... as long as it to?" he asks. future? After all, Ali al-Naimi 

penalises sources that emit Opec producers have ' Saudi Arabia's oil minister, 

tfre most gas. Coal is a far made no secret of their this year called for the 

greater polluter but oil is frustration over what they creation of a broader and 

penalised while coal is see as inaction on the part more informal grouping of 

subsidised.” of western oil companies to producers. “Naimi didn't say 

In line with many help stabilise oil prices. we should abolish Opec," 

international oil companies, The western companies says Mr Lukman. rather, he 

Mr Lukman argues that high say any cutbacks they might was suggesting that there 

taxes on refined oil products make would be insignificant should be a more 

have done nothing to slow in comparison with those widespread debate among 

the growth in crude demand, made by the Opec the world's mam crude 

As a mining engineer who producers and would leave producers. “You can’t have 

once did a stint m Britain’s them open to charges of people who produce 60 per 

coal fields, Mr Lukman also collusion to control crude cent of the world's oil 

insists he has nothing prices. Mr Lukman points indifferent to price." 

against coal, but “oil is out, however, that toe He says the main concern 

inherently cleaner”. planned increases in output should not be the sice cr 

The climate change promised by the bigger existence of Opec. but toe 

Initiative is only one threat to western producers over the “health of the world's oil 

oil producers. This year's next few years might have industry. People should get 

collapse in crude prices is a the effect of lowering their off toe idea of looking at 

Clear and present economic overall revenues ii they things in isolation." 

danger to most oil producing depressed crude prices 

countries and companies. further. I Robert CorZJIl€ 


is up to Opec to rein in 
output 'urther in order to 
stabilise markets and timid a 
foundation tor eventual price 
rtses. 

Mr Lukman expresses the 
1 Iruslration trial Opec 
j producers feel at being 
singled out in such a way. 
“We'll do our part but you 
can't expect us to cut to 
zero. Thai would be asking 
Opec countries to commit 
suicide." he says. 

Although Opec members 
have not ruled out further 
cuts, Mr Lukman says much 
will depend on toe state of 
! the world economy at the 
end of November, when 
i Opec's next lormal meeting 
takes place. After all, he 
notes, it is toe real economy 
i that is the basic driver of 
crude prices. “If prices 
remain low and cuts are the 
only way out, then okay. But 
why cut if we don’t need 
to?" he asks. 

Opec producers have 
made no secret of their 
frustration over what they 
see as inaction on the part 
of western oil companies to 
help stabilise oil prices. 

The western companies 
say any cutbacks they might 
make would be insignificant 
in comparison with those 
made by the Opec 
producers and would leave 
them open to charges of 
collusion to control crude 
prices. Mr Lukman points 
out, however, that the 
planned increases in output 
promised by the bigger 
western producers over the 
next few years might have 
the effect of lowering their 
overall revenues if they 
depressed crude prices 
further. 


i sufficient capacity m the 
[ future. "They're hurtmq 
I everybody, inside and 
! outside at Opt-: . ntcl-auiitg 
| the (multinational! nil 
; companies AH we're asking 
j tot is some understanding 
on the part of all thy people 
involved." 

I But as much as Mr 
Lukman insists that 
cooperative arrangements 
would not merely serve as 
camouflage for possible 
price manipulation, many 
industry observers, as well 
as the governments of oil 
consuming countries, remain 
suspicious of such talk. 

After all. the core message 
of Mr Lukman and Opec is 
the need for higher crude 
prices. Mr Lukman says a 
price ot S16-S2Q a barrel tor 
the North Sea benchmark 
Brent Blend would “not be a 
bad range". 

But what of Opec's 
future? After all, Ali al-Naimi. 
Saudi Arabia's oil minister, 
this year called for the 
creation of a broader and 
more informal grouping of 
producers. “Naimi didn't say 
we should abolish Opec," 
says Mr Lukman, rather, he 
was suggesting that there 
should be a more 
widespread debate among 
the world's mam crude 
producers. “You can’t have 
people who produce 60 per 
cent of the world's oil 
indifferent to price." 

He says the main concern 
should not be the sice cr 
existence of Opec. but toe 
“health of the world's oil 
industry. People should get 
off the idea of looking at 
things in isolation." 

I Robert Corzine 
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^c;. Actually, this story begins with the first flying 

✓ 

. people. Mobil lubricants were used in the first 
ssroplane ever, and today our jet oils are in nearly half of 
toe world’s commercial airliners. Pilots are fanatical about 
.•=iiabiiiiy (they can’t exactly pull over to the side of the 
road), so we’re proud to have earned their trust. But then, 
?/s've worked for it. Mobil scientists are the pioneers 
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of synthetic lubrication, which is especially valued in 
the sky. Jetliners reach 35,000 feet in minutes, while 
temperatures plunge to 40 below zero, a serious test for 
an oil. As a passenger, you don’t think about that, but it’s 
the kind of extreme that Mobil research thrives on. 
Needless to say, it has lifted us to altitudes our marketing 
department likes too. Learn more at www.mobil.com. 
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Nearly 20 years after a modest beginning , safes 0 / ?/fe 
Fi s international edition have surpassed those in the UK 
A four-page pull-out looks at past , present and future 

Pink and black, 
and read all over 
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The international growth of the 
Financial Times - to the point 
that its circulation is now greater 
outside than inside the UK - has 
been driven, by the same trends 
that have reshaped so many 
British based businesses over the 
past 20 years. 

They include the rapid increase 
in cross-border trade and capital 
flows, the growing acceptance of 
English as the language of busi- 
ness. and changes in technology. 

The decisive moment came on a 
freezing winter night. January l 
1979, when the first copy of the 
paper to be printed outside the UK 
rolled off the presses in Frankfurt, 
in what was then West Germany. 

Since then, the production 
processes have been transformed, 
making it possible for the paper to 
be printed each night in 10 differ- 
ent sites outside the UK, from 
Tokyo in the East to Los Angeles 
in the West But many of the ele- 
ments behind the Financial 
Times’ international growth strat- 
egy were already In place 20 years 
ago. 

Business people everywhere 
were adapting to a world in which 
the growth in domestic economies 


had long been led by rising vol- 
umes of world trade. The impact 
had been particularly marked in 
the UK, as a relatively open econ- 
omy with a long history of direct 
investment overseas. 

By the late 197DS, moreover, an 
increasing number of important 
British businesses were passing 
into foreign ownership and inter- 
national companies were 
the UK as a platform to launch 
their products and services into 
the rest of Europe. 

The need for more international 
business and economic news was 
also being felt in the Financial 
Tunes’ own neighbourhood, the 
City of London. Hie eurodollar 
market had started to expand 
rapidly in London from the mid- 
1960s, providing a growing: volume 
of advertising revenue for the 
paper and encouraging it to 
expand its network of correspon- 
dents around the world. The City 
had lent bilHons to countries like 
Mexico and Poland, and wanted to 
know if it was going to get the 
money back. 

As Reuters and the Economist 
have also shown, London turned 
out to be a good place from which 


to report on international busi- 
ness and economic news. It had a 
good slot on the international 
time zone, neatly placed between 
Asia and the US. And its journal- 
ists had long been more outward 
looking than their US peers, who 
had a huge domestic economy to 
keep them busy. 

The paper had already estab- 
lished an international presence 
80 years ago. A market survey in 
1968 of 352 rhairnian and manag- 
ing directors of major European 
companies outside the UK found 
that 39 per cent of them were 
reading the Financial Times, 
despite Us late and erratic deliv- 
ery. Big efforts woe made to 
expand that footprint in the fol- 
lowing yearn. 

But it took the development of 
full-page facsimile equipment to 
make international printing a 
practical proposition. Even then, 
the process would have made 
Henry Ford or Frederick Taylor 
feel faint. Until well into the 
1980s, the newspaper was being 
produced in hot metal in London 
in an increasingly anarchic print 
shc#p. 

Everything was changed by the 
digital revolution. The old bottle- 
necks in the press rooms were 
blown away: production costs fell; 
pages could be reshaped and 
redesigned in a fraction of the time; 
and starting up a print facility on 
someone else’s presses in a new 
city became a relatively simp le. 
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and much less costly, operation. 

The formula now is well estab- 
lished. Outside the UK, the paper 
is aimed at business leaders and 
policy makers more generally who 
want a broader view of the world 
than they can get from their 
domestic publications. It is a 


niche audience, but an influential 
one, and it is growing. 

Much more clearly than was the 
case in the 1960s. when a number 
of international banks were estab- 
lishing themselves in France, the 
use of English is becoming stan- 
dard among business people. And 
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the collapse of communism and of 
trade barriers everywhere has 
transformed the international 
market place, with much greater 
opportunities for trade and invest- 
ment of every kind. 

At the same time, the US is 
becoming increasingly integrated 


into the global economy. and 
more uf it* businesses are starting 
to operate outside their own tar 
detv. The Financial Tune*- started 
a VS edition just over ,i .tear age 
to cater for this audience, which b 
expected tu be one uf its mam 
sui lives of growth in the next tew 
years. 

At least .is tough a challenge 
1ms been tu retain the jupifV 
leadership pusttnm in the highly 
competitive L : K market, which 
remains b> far its hipest single 
source of sales If renders in Man- 
chester thought they were tain? 
short i/hnngeri in favour ot those in 
Milan, they would quickly go else 
where, certainly to find their UK 
business news. 

Britain's mowing links vvuh the 
rest of Euro]*- has made our task 
easier. A UK motor component 
business is likely to be at least as 
mlervMetl in whin is going on in 
Stuttgart as it Ls in Coventry. And 
as responsibility for industrial pol 
icymaking has started to shut 
from l-onilun to Brussels, even 
(hose businesses with m ■ interna 
tional interests have had to start 
paying attention to ulsat is guine 
on outside their nntiou.il borders 
Still, the FT is catering for a 
very widely scattered o»»nvov «jI 
readers m the UK. with a dis 
parole set ot interests That is 
why it will continue ns ellorts t< 
provide the roost comprehensive 
and authoritative rvtx»mns ot ilv. 
British business and et.vinomu 
scene that is available anywhere. 

In the US. Germany. France and 
other important markets, tin 
Financial Times does nut seek tv- 
go head to head with the estab- 
lished competition in its coverage 
of national business stories. Its 
competitive edge ties m othet 
areas. 

But the UK is different. There 
we Teel we have to outgun what 
we call the white broadsheets by a 
good margin. 

Overall, the newspaper aims tc 
provide accurate, valuable infor- 
mation - news, context, comment 
and analysis - with a global per- 
spective. We will always be very 
interested to hear your views oi 
how we are doing, and of what we 
might do in the future. 
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Mirade m the snow 

Since the FTs international edition was launched nearly 20 years ago - on 
January 1 1979 - the newspaper's total circulation has nearly doubled, and the 
proportion sold outside the UK has soared from 14 per cent to more than 
per cent. Now printed in 10 sites, the ecfition’s beginning was not auspicious 
Using untried technology, a patchwork system of production and relying on 
specially designed Citroen vans to speed copies across Europe at 1 0Omph, the 
first FTs rafted off the presses in Frankfirt - into one of the worst bfizzards for 
years. Dominick Coyle, who oversaw the fast 18 months of the editorial 
production in Frankfurt and later was International edition editor in London, was 
a former Rome correspondent with a penchant for lapsing into ftaBan. 

Even now, he describes toe first night sfmpty: “Miracofo 

Miracles aside, what he said ereiy night 
for seven years 

“The best newspaper in the world is no good in the 
warehouse”. 

Fftg over the Atlantic - America cut off 

Frankfurt also printed newspapers for US readers. If 
deadlines were met papers caught a Lufthansa 
freighter In toe wee hours, allowing them to be 
delivered on WaH Street by 9.30am. Except on Sunday 
night, when there was no flight US readers gat their 
Monday FTs along unto the Tuesday edition. 
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RjUIJ) OFP THtf (F VfcNJ hybrid process woukj be 

(A) AMT IT FAXQ) J ' understatement It combined pages 

l J transmitted intact from toe UK edition, 

t pages set by non-BigTish speaking 

J “v / f printers and pasted up on light tables 

yfv^r ^ Germa V- an(i 8 nurture of the two 

/ J'V'X I ip \ a “strip in" was fa- more prosaic than 

1 » * v\ In ^ 1 30 ’ nvftat “ 3n to an orgy. Preparing copy 

/B l / for faxtog gave work to a brace of copy 
a - A typists, as wefl as the makers of sticky 
|§§l|P^j| -tT CKskQ labels. Pritt Stick adhesive and Tipp-Ex 

correction fkad. Ecfiting marks in 

longhand had to be removed and replaced with very careful printtog. Most of 
those copy editors find themselves crossing their 7s to this day. 

Just the fax, ma’am 

Even dinosaurs were young once. A peep into the communications centre 
revealed technology few had seen before. Facsimile machines the size of 
washeMfryers. Fax machines of different standards, some of which could not 
communicate with each other. Flat-bed fax machines to transmit whole pages. 

Yes, it WAS a new technology 

“This is confidential- Fax it in an envelope - - a senior FT editor in 1979. 

Opening a second front 

The biggest superficial distinction was being printed in two sections, at that time 
unknown for any daily UK newspaper. This was a fait accompli, reflecting the 
press configuration at Frankfurter Societats-Druckerei, the German printer. 

But it ensured the content and display waJd have to be cfifferent from the UK 
version and gave David Palmer and David Befl, in charge of the editorial side of 
the project (and both later chief executives of toe FT), toe ammunition they 
needed to push agjyesshrely for a more international product 
Initially, changes were mostly cosmetic and limited to certain pages. Those 
constraints have largely disappeared. The UK etfition changed to a two-section 
format to 1988. 
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JHE_GLOBAL' ft history in the making 



HOW WE GOT FROM THERE TO HERE 


Sunwingfte shrink factor ;■ 

The dimensions of the international edition were precisely 0 905 tiros of ttm me 
edition, a challenge for legibility, not to mention ‘arithmetic skate. Are! aU that 
taxing taxed the quality of editorial and advertising photographs. "Dot loss' was 
a heavy burden for Vic Clark, the editor's design advised 

Out of dissolution, integration 

For its first 12 years, the international 
editica was produced by a dedicated 
team cl news and copy editors based 
in London. This reflected, largely, the 
bolt-on nature of its production 
process m relation to what was still 
viewed as the "main' UK edition. 

Since 1991. however, editing has been 
done as an integrated process, side 
by side with the UK edition. 

The elimination ol the dedicated 
desk was a turning point The separate 
structure had institutionalised a 
second-class, downstream status; 
ending it forced many UK-oriented 

SISL 1 ^ SSL*? il ^ national seriously for the first time. The needs of 

readers outefoe the UK came much more to the forefront of the newspaper's 
total panning. a 



Words you never hear at the FT any more 

■■Remember, we are a British newspaper.” 


This guy didn’t last long either 

“It'll never work". A senior recruit standing, uninvited, on an editor's doorcteo a 
iew days before the 1979 launch. 
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Before Japan's bubble burst 
In 1990. the FT 'Put Japan First' by 
opening ns first Asian - and fourth 
international - print site. Tokyo was 
always an interim step. 'For the rest of 
Asia, printing in Japan meant we were 
only one day late, rather than two days 
late." recalls Terry Darner, in charge of 
logistics and marketing in Tokyo, a role 
tie' had undertaken in the first six years 
in Frankfurt and was later to repeat for 
the opening of Hong Kong in 1996. 
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Ever since, the needs of Tokyo have determined the FTs first-edition 

deadlines A winter print start of 6.30am local time enables guaranteed defiverv 
m central Tokyo by 9am. ucnvory 

The FTs distinctive salmon pink newsprint also tested Japanese Just-frvtvne 
practice to its limit A local supplier once inadvertently let stocks dwindle to only 
three rate and had to fly newsprint from Finland at considerable expense. 


Where we really print - behind every big city« 

“Paris" - Roubaix: “New York” - BeUmawr. New Jersey; 
“Stockholm" - Jonkoping 


Different strokes 

While the front page of FTs sold in Japan has a contents digest in Japanese, 
jmd papers in Hong Kong have a special panel of Aslan marital statistics, 

in the Americas rxw gat a separate haifi^age of Latin Amerron and 

Caribbean news, and North American news has also been greatly expanded. A 
later US second edition goes to far more places than before. 

Street scene 

Richard Lambert, the FTs editor who speoLthe last year In the US overseeing 
the enhanced American edition, couldn't believe how quickly the paper had 
taken off in Manhattan. Every person walking in the street seemed to be 
canying one... er, even the bag lady. He turned the comer, to find copies befog 
handed out as a promotion. 


If we can make it there... 

A New Yorker cover in Jufy may be the ultimate accolade - the new spaper 
ftoating m the angry tycoon's swimming pool was not one of the magazine’s 
estabjshed home-town titles but the relative newcomer. Somehow that sealed 
foe FTs arrival even more than recent cameo appearances in The Avengers, 
jvftsson Impossible (with some scenes filmed a few steps away from the FTs 
London office) or the grisly opening sequence of Steven Spielberg's The Lost 
World. The dinosaurs won’t win this one. 


Edi ted by: Clay Hams Design: Andrew Chappin Picture research: Mathew Glynn 

Photographs: AP, FT. Poppertoto. Reuters. Rex Cartoons: Roger 

Graphics: Chris Walker. Russ Bkkett Research/Statistics: Peter Cheek. Chris Rood 
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Delivering what you want 
the ways you ask for it 


by Peter Martin, 

INTERNATIONAL EDITOR 

O©" 


The future of the international edition 
of the Financial Times is in part in the 
hands of its publishers, writers and edi- 
tors. But in many ways the decisive role 
in shaping the paper’s future lies with 
its readers. Will newspaper readers in 
the dorados to come continue to want to 
receive their infbrmatian on paper? Or 
will they prefer to consume it electroni- 
cally? The Financial Times, like other 
newspapers, is prepared for this shift, 
thanks to its electronic edition, FT.com. 

inrippd, the FT has gone further than 
many other publishers: it no longer 
owns any printing presses, preferring to 


contract out the task of getting ink on to 
papa-. This ensures that the organisa- 
tion is, in an important sense, neutral 
about the choice of medium that readers 
may make in the future. We are ready to 
supply the FTs intellectual content in 
whichever form readers prefer. 

A more demanding question, however, 
relates to the shape of that intellectual 
content Will readers continue to want a 
‘‘bundled" publication, in which material 
that, is directly relevant to them is com- 
bined with material that the editors think 
they should know about? Or will they in 
future seek more narrowly focused publi- 
cations, ones which speak only to their 
own interests and expedience? 

It is now easier than ever for publish- 
ers to supply and readers to obtain such 
narrowly focused material. Electronic 
information services can easily deliver 
personalised feeds of news and c omm ent. 
FT material can of course be tailored in 
this way and technological developments 


at FT.com increasingly permit this 
choice. If readers <hHt in this direction, 
we are able to meet their needs. But the 
journalists at the paper would, I suspect, 
regret such a development. 

The essence of a newspaper is the 
drawing together of heterogeneous 
material for a relatively broadly based 
community. It is open to all. at a rela- 
tively low cost Good journalists are 
attracted to their job because it allows 
them to play this public role: the provi- 
sion of a private intelligence service is a 
subtly different task, with different 
rewards and ambitions. 

So we hope that readers will continue 
to want to reed a relatively wide-rang- 
ing publication. And there are good 
grounds for thinking that they wHL 
Newspapers, after all, exist in part to 
provide readers with peripheral vision. 
They alert their public to events that - 
thoug h outside their normal areas of 
concern - will none the less affect than 


powerfully in the months and years 
ahead. Some academic studies suggest 
that the most successful business lead- 
os are those who have the widest con- 
tacts and reading outside their own 
companies areas of specialisation. It 
is this breadth of information that a 
“bundled" newspaper provides. 

That does not mean that newspapers 
are not selective; indeed, a business 
newspaper like the FT has already done 
same substantial narrowing erf its cover- 
age. We do not publish routine crime, 
gossip or showbiz news, for example. Hie 
creation of separate UK, European and 
US editions reflects a further selectivity. 

There is every likelihood that, in 
future, we will extend the number of edi- 
tions. At the very least, we are likely to 
produce a separate edition for Asia, 
where readers currently receive essen- 
tially toe g™ 1 edition as those in the 
Americas. It will contain more material 
of direct relevance to Asian readers, and 
give less prominence to stories that are 
peripheral to Aslan concerns. 

It is passible to imagine other distinct 
regional editions - for example, Tatin 
America, Greater China, Middle East, 
Central and Eastern Europe - if editorial 
and production resources permit But all 
our worldwide editions will continue to 
share the great bulk of their content 
They will also retain an identity of val- 


ues and world-view. We are creating a 
world business newspaper for a cross- 
border community of internationally 
mmrinri decision maker s, in’ business, 

economics and policy. That requires the 
Financial Times to continue to be, in its 
pnuMrai derails as well ax in its under- 
lying ethos, one newspaper worldwide. 

Within that newspaper, competitive 
pressures - and the ever greater 
itowaiKb on the tone of our readers - 
will require an increasing emphasis on 
original news, analysis and comment. 

News remains the lifeblood of our 
publication: but much day-to-day news 
has become commoditised, endlessly 
recycled. We cannot hope to keep our 
.leaders' attention by replaying to them 
events they will have seen on their tele- 
vision screens or trading room termi- 
nals the day before. Thai forces us to try 
Hnrdpr to discover original stories, and - 
where we cover the same stories as 
everyone else - to add value in the form 
of better reporting and more insights. 

Some of these original stories will be 
good old-fashioned scoops. Sometimes, 
our ori ginal stories will be ones that no 
one else is_ interested in, except our 
readers. Much of our coverage of the 
mmiitfeH* of international trade policy, 
for example, falls into that category. So 
does our detailed day-by-day examlna- 
Oan of the workings of the new Euro- 


pean Central Bank. Our coverage of the 
growing tensions inside the boom 
economies of south-east Asia - before 
the crisis - is another case in point 
These are stories that no other newspa- 
per in the world covers in such detail. 

We press on because we believe the sto- 
ries to be vitally important to pur read- 
ers: and their response tells us that we 
are right. 

In addition to such original reporting, |j.- 
we will redouble our efforts to provide w 
context analysis, judgment and com- 
ment. At a time when the world’s, ecu- . 
nomic and political developments are 
more closely intertwined than ever, 
domestic media seem to focus. increas- 
ingly on the trivial and the dose to 
home. It is our task not merdy to report ' 
the world to our readers, but to help 
make sense of it. with our own com- 
mentators and other leading voices. 

Making sense of the world is an 
important aspect of what the F i n ancial 
Times seeks to do. We can continue to 
perform this task however, only with 
the support and engagement of our read- 
ers. Not simply their willingness to con- 
tinue to buy the paper, but -.more 
important - their commitment to read- 
ing and responding to the words we pub-, 
hsh. In this way, above all. the derisive 
role in shaping the paper's future Bes 
with Its readers. . 
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The airline network for Earth. 





















